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GOLD STANDARD! Genuine Silex is GOLDEN TOUCH in advertising! Silex 
the standard by which all coffee makers national ads dominate the field—in 
are judged. frequency, in number of consumers 

“24-K” PRESTIGE! Silex adds to your reached, and in the mouth-watering 
intial Set seein tag hen way they stress Silex coffee goodness, 

: ae : obtainable only with coffee makers 


in every line. : 3 
y marked Genuine Silex. 


| , 
seria pig a speed ‘to sa¥ GOLDEN PROSPECTS ahead for you 
” tig" vit “ti ‘ nel vee Hod with Silex developments for postwar. 
ve settee nonliaicn id se peer = _ Not only important improvements in 
makers plainly marked ‘‘Genuine Silex : 
PAN Ep EAE coffee makers. But sensational new 
‘ ; ste ee items like the Silex Automatic Electric 
vored ... that only Genuine Silex has Sian Seem... ddan apeeeh. wale 
the patented FLAVOR-GUARD filter. ris yP peda 
PAP eh Ga EO to open up new markets for you the 
: a ‘ ae ee minute peacetime production can be 
Silex advertising. 
resumed. 


GOOD AS GOLD in your inventory! 
Another unmatched Silex feature is the AR. 
way Silex moves off your shelves. rc pe res 


THE SILEX COMPANY + HARTFORD I, CONN. « Creators of the Glass Coffee Maker Indust 
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Barber Burners Do Their Wartime Duty 


On hundreds of thousands of gas-burning appliances of all types, now in 
operation, Barber Burners are today effecting substantial fuel savings, and 
assuring continuous satisfactory service. Under wartime stringencies, fuel 
conservation is doubly important, and new appliances and replacement 
parts are difficult, if not impossible, to obtain. This brings home, with 
special emphasis, the advantage of having gas appliances which you use, 
make, sell, or sponsor, equipped with Barber Burners. 

Barber is now chiefly engaged on essential parts and products for our 
combat forces. For whatever purposes Government restrictions permit the 
sale of our regular products, we are continuing to supply them. With the 
restoration of normal conditions, Barber will, as always, be well equipped 
to furnish its customary service to the trade on high quality Burners and 
Regulators. 

We are gas burner specialists, and offer you our engineering and plant facilities for the 
development and manufacture of burger units for your specific purposes. Write for Catalog 


illustrating and listing many types of burners for Appliances, Gas Burners for Furnaces 
and Boilers, Regulators, etc. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


S3ARBER BURNERS 
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Pages with the Editors 


HIS issue is dedicated to a recognition of 

the splendid war records of three great 
civilian public utility industries: gas, electric- 
ity, and telephone. We call it: “A Salute to 
Public Service.” We wish we had the space 
and facilities to include also recognition of 
other great branches of the public utility 
family who have performed equally well in 
the call to the colors. The great American 
waterworks systems, the overworked transit 
systems which are straining every effort to 
bring the working men and women of the 
home front to and from their important tasks 
in war industries, to mention only two. 


THE one man probably best qualified to 
speak on this subject from the standpoint of 
all the utilities is the Director of the Office 
of War Utilities of the War Production 
Board. He is quite a young man and, as far 
as his present post is concerned, he is still 
somewhat new at his job—even for a war 
job. But Epwarp Fatcx, whose article 
“Mobilizing the Utilities for War” opens this 
issue, is actually a veteran at the task, despite 
his youth and recent elevation to head OWU. 


Born in New York city in 1911 and educated 
at Columbia College (AB, ’30) and Columbia 


© Chase-Statler Photo 
EDWARD FALCK 


War. taught all American public utilities to 
pull together. 


(SEE Pace 3) 
JULY 6, 1944 


CHARLES F. MASON 
Telephone employees have shown themselves 
true soldiers of public service. 
(SEE Pace 29) 


University School of Engineering (BS, ’31; 
MS, ’32), Mr. Fatck broke into the utility 
business via the public ownership route. He 
joined the newly organized Tennessee Valley 
Authority in 1933 and was its director of 
rates and research. In 1937 he switched to the 
privately owned branch of the industry, be- 
coming assistant to the president of Con- 
solidated Edison Company of New York city. 
Thus, FAtckK is in the unique position of being 
an industrial hybrid, which has served him in 
good stead when the inevitable claims were 
suggested, in a Washington atmosphere sur- 
charged with suspicion, by rival groups that 
he favored public over private ownership, or 
vice versa. Mr. FAtcK knows both sides. 


It was in 1941 that Consolidated Edison 
loaned Fatcx to the WPB, where he found 
his friend and former TVA partner, J. A. 
Krug, head of the old power branch. When 
this later became the power division, FALCK 
served as assistant deputy director general 
for distribution. In 1943 the present Office of 
War Utilities was established with J. A. Krug 
as its director and his “faithful Achates”—to 
wit: Epwarp Fatcx—became Krug’s deputy 
director. It was only a few weeks ago that 
Krug left WPB to join the Navy in which 
he is now a Lieutenant Commander, FALck 
became the new director, 
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\ few of the 
ublic Utilities 
sing Riley Pulverizers 


dison Elec. Illum. Co. 
Boston, Mass. 

ynn Gas & Elect. Co. 
Lynn, Mass. 

artford Electric Lt. Co. 
Hartford, Conn. 

onnecticut Power Co. 
Stamford, Conn. 

nited Illuminating Co. 
Steele Point Station 

ennsylvania Edison Co. 
Williamsburg, Pa. 

otomac Electric Power Co. 
Washington, D. C. ‘ 

arolina Power & Light Co. 
Cape Fear Station 


avannah Electric Co. 
Savannah, Ga. 


klahoma Gas & Electric Co. 


Harrah, Okla. 
Ponca City, Okla. 


outhern Ind. Gas & Electric Co. 


Evansville, Ind. 


nion Electric Co. 
Venice Station 
Cahokia Station 
Ashley Street 


Dwa-Illinois Gas & Electric Co. 


Davenport, Iowa 


entral Ohio Lt. & Power Co. 


Bluffton, Ohio 


terstate Power Co. 
Dubuque, Iowa 
Clinton, Iowa 

tter Tail Power Co. 
Canby, Minn. 


BILE 


OKER CORPORATION, WORCESTER, MASS. 


When using Riley Pulverizers, there is no need to 
temper primary air as a precaution against ex- 
plosion in the pulverizer or classifier. There has 
never been an explosion in a Riley Pulverizer. 


The advantages of supplying high temperature 
primary air to pulverizers, particularly when high 
moisture coal is used, is generally recognized. 
When air preheaters are used, efficiency is de- 
creased if pulverizer characteristics demand 
reduction of primary air temperatures by 
tempering with room air. One of the main 
reasons for limiting the temperature of 
primary air entering a pulverizer is to pre- 
vent explosions in or other damage to 

the pulverizer. 


With Riley Pulverizers there is no 
necessity for reducing primary air 
temperatures as a precaution against 

explosion because the velocity of 
travel of the coal and air mixture 
is at all times greater than the 
velocity of flame propagation. 
Preheated air can be used 
without tempering. Air 
temperatures above 600 
degrees can and have been 
used with entirely satisfac- 

tory performance. 


COMPLETE STEAM GENERATING UNITS 
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PAGES WITH THE EDITORS (Continued) 


HARLES F. Mason, whose article on the 

great work of the ‘telephone industry dur- 
ing the present war begins on page 29, is a new 
contributor to the FortTNIGHTLY, but a well- 
known and respected figure in the telephone 
field where he is a veteran of both Bell and 
independent company experience, and there- 
fore well qualified to talk about both branches 
of that industry. MAson was born in 1882 
in the little town of Leaminton, Warwick- 
shire, England, and came to New York city 
as a child. Following the Horatio Alger 
formula, he started work as a Postal Tele- 
graph messenger boy. In 1907, when the late 
Theodore Vail was perfecting the organiza- 
tion of the American Telephone and Tele- 
graph Company, Mason followed his Postal 
Telegraph boss to San Francisco where the 
latter was made vice president and general 
manager of Bell interests on the West coast. 
Mason continued with the Bell organization 
until 1924, by which time he had become man- 
ager of the southern division of the Pacific 
Telephone & Telegraph Company. In that 
year MAson organized an independent tele- 
phone property which has since become the 
largest independent telephone company in the 
United States — the Associated Telephone 
Company, Ltd., serving near Los Angeles. Last 
year he was elected president of the United 
States Independent Telephone Association. 


¥ 


EPRESENTING the electric power industry in 

this special featured issue is Tom P. 
WALKER, president of the Council of Electric 
Operating Companies, with headquarters in 
Washington, C. Born in Passaic, New 
Jersey, in 1891, Mr. WALKER started in as a 
youngster reading meters in 1910 with the old 


ERNEST R. ACKER 


Gas has fired the crucible that furnished many 
of America’s war weapons. 


(SEE Pace 16) 
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TOM P. WALKER 


The war has given the electric power industry 
opportunity for unity. 


(SEE PAGE 24) 


Haverhill (Massachusetts) Gas Light Com- 
pany, of which he eventually became man- 
ager. In 1922 he went South to become man- 
ager of the Baton Rouge (Louisiana) Electric 
Company, and by 1930 had worked up through 
various South and Southwest utility connec- 
tions to become president of the Gulf States 
Utilities Company (Beaumont, Texas), and 
director of Engineers Public Service Com- 
pany, Inc. He served as an AEF Army officer 
in World War I (Croix de Guerre) and took 
his present post when World War II broke 


out. 
we 


RNEST R. AcKER, whose article on the gas 
E industry begins on page 16, is another 
newcomer to these pages. A graduate of 
Cornell University (’17), Mr. AcKER entered 
the Arm Engineers as a Second Lieutenant 
in World War I. After the war, he became 
identified with his present company as a cadet 
engineer. Through a series of subsequent pro- 
motions within that organization, Mr. ACKER 
became president and general manager of Cen- 
tral Hudson Gas & Electric Corporation in 
1932, and still performs those duties. Always 
active in the affairs of both the American Gas 
Association and the Edison Electric Institute, 
Mr. Acker was elected president of the former 
group at its national convention in St. Louis 
last October. 


THE next number of this magazine will be 
out July 20th. 


Aur Ollila 
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mpossible to calculate is America's debt to the public utilities, whose wartime 
ork has been relentlessly carried on in spite of continued obstacles. Man- 
bower shortages, material shortages, shipping delays . . . none of these has 
werved the industry from its job of producing and distributing the power so 
rucially needed to arm the United Nations. Take-it-for-granted Americans 
hould indeed pause to salute an industry which seeks no honor except that im- 
licit in a job well done. 


Remaglon Rand 
BUFFALO 5, NEW YORK 


Remington Rand is proud of its contribution to the present efficiency 
of public utilities, through its business machines, record systems and 
office supplies, together with the expert technical advice 

of specialists skilled in accounting, bookkeeping, tabu- 

lating, control systems, and general office methods. 

Our assistance is now, as always, available to all public 

utility executives faced with mounting office work and 

a shrunken office staff. 
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Harmonious relationships of OWU with other 
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No permanent regulation of industry, 6. 

Office of War Utilities’ operations, 8. 
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Olds’ confirmation delayed, 52. 


Treasury neutral on rates, 52. 
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Supreme Court grants plea, 53, 

Priority to river waters disputed, 53. 
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Investigation ordered, 54. 
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In The Latest Utility Rulings 
Consideration of unregulated business did not 
invalidate rate orders, 60. 
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evidence excluded and regulated revenues 
not segregated, 61. 


Sight-seeing transportation by horse-drawn ve- 
hicles regulated as common carriage, 62. 


Optional rates not required for structures con- 
templated by municipality, 63. 


Miscellaneous rulings, 64. 





PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 193-256, from 53 PUR(NS) 


JULY 6, 1944 


10 











vives 


The n 
1944 









uly 6, 1944 Public Utilities Fortnightly 11 


ULCAN ENGINEERED SOOT BLOWER INSTALLATIONS 














‘Retany Element Heed. Se 
plore Model € E 
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One 300,006. Ib. per hour Féster Whale Boiler a 

an Eastern, Central Station, operating at 1350-psi: 

2 at 960° F. Soot Blowers operate from the saturated ee 
drum at 1350 Ib, through an automatic” pressure: Rare. 

‘control supply valve which varies the pressure up to o4 
full boiler pressure as desired. Soot blower heeds 42 
are power driven VULcomotic Model E-I (page 7)...” 
controlled from remote panel. Unit No. I is duplex © > = 

: full automatic retractable element cifectively clean-: ©. 
~jng not only the slag screen and superheater but the : 

* sidewalls and roof, ‘The Soot Blower: blowing pres 
“sure my be pontented from the panel. 












ie Control Panel: 


The new VULCAN canis fully describing VULCAN caida appears in the 
1944 Sweets, and a copy is available on your request. 


VULCAN SOOT BLOWER CORPORATION, DU BOIS, PENNA. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 
—MONTAIGNE 





















































JouN W. BricCKER “A nation which builds its own financial house upon the 
Governor of Ohio. shifting sand will be too weak to help build an interna- 
tional house upon a solid rock.” 


5 





Tom M. Gtrpter “Repeal taxes [after the war] which have the primary 
Chairman, Republic Steel and Con- objective of social reform and enact taxes which will en- 
solidated Vultee Aircraft courage, not penalize, venture capital.” 


eel 


corporations. 


J. Cirrorp FOoLcer “In the last ten or fifteen years people haven't talked 
President, Investment Bankers about going into business. They just want an annuity. 
Association of America. Everyone desires a mortgage on Uncle Sam.” 


: 
DonaLp M. NELson “Morale is not the responsibility of government alone. 
Chairman, War Production Board. It is equally the responsibility of industry and of labor 
and of every other organized group in Américan life.” 


e 
Donap R,. RICHBERG “If we resume civil warfare as the means of settling 
Former head, National Recovery labor disputes as soon as we finish fighting foreign foes, 
Administration. no program of reconversion or reémployment will accom- 
plish its aims.” 
ca 
Eric A. JOHNSTON “Public works should be blueprinted before the war 
President, United States Chamber ends. They should not be adopted solely for unemploy- 
of Commerce. . ment relief unléss a depression becomes desperate. They 
should be adopted as needed, and as finances can afford 
them.” 
¥ NORDE 
F, Lee TALMAN “T venture the forecast that in any future war the stems 
Executive vice president, United States will have no more than a few weeks in 0 prod 
Transcontinental & Western which to prepare for total war. Any nation which fails Norder 
Air, Inc. to maintain adequate defenses in the future may perish sons 
before those defenses can be created.” 
ip FIGUR 
MACH 
James V. ForrESTAL “T submit that the reading of history, ancient or modern, duced | 
Secretary of the Navy. or even within the limits of our own generation, gives no Navy, 
warrant for the assumption that permanent world peace a 
is to be come by except at great pains and effort. It can- War P; 
not be arrived at on a unilateral basis. Disarming our- 
selves to permit the international thugs to arm does not 
suffice,” 
FIGURI! 
JULY 6, 1944 12 ee 
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NORDEN BOMBSIGHTS—vears 
of experience in precision manu- 
facturing are enabling Burroughs 
0 produce and deliver the famous 
Norden bombsight—one of the 
most precise instruments used in 
modern warfare. 
Bk 

FIGURING AND ACCOUNTING 
MACHINES are also being pro- 


duced by Burroughs for the Army, 
Navy, U. S. Government, Lend- 
Lease and business enterprises 
whose needs are approved by the 
War Production Board. 


To supply our far-flung forces in the vast Pacific, Uncle Sam’s pro- 
vision ships are keeping appointments with naval task forces and 
calling at remote island bases dispersed over thousands of miles of 
enemy-infested waters. 


These floating warehouses are stocked with supplies of more than 
12,000 different items . . . food and clothing, engine parts and hard- 
ware, radio and electrical equipment, pharmaceuticals and medical 
supplies . . . a multiplicity of things constantly needed by fighting 
ships and fighting men. 


The thickness of the ship’s bulky supply list suggests the tremendous 
amount of work required to procure, assemble and distribute these 
items—work that involves countless hours of careful figuring and 
voluminous, up-to-the-minute accounting records. 


The figures and records that control the smooth flow of supplies 
through mill and factory, over railroad and highway, in and out of 
strategic shipping centers, are furnished by statistical and account- 
ing machines. Employed in this work are thousands of the fast, accu- 
rate machines that Burroughs builds for war industries, government 
offices and the various branches of the armed services. 


BURROUGHS ADDING MACHINE COMPANY e DETROIT 32 


Burroughs 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES - NATIONWIDE MAINTENANCE SERVICE - BUSINESS MACHINE SUPPLIES 
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14 REMARKABLE REMARKS—( Continued) 


EpiItoRIAL STATEMENT 
The Hartford Daily Courant. 


J. C. THIRLwALi 
Transportation engineer, General 
Electric Company. 


James C. BonsRIGHT 
Chairman, New York Power 
Authority. 


CorpELL HuLi 
Secretary of State. 


Epitror1AL STATEMENT 
Wisconsin State Journal. 


DANIEL BELL 
Associate editor, New Leader. 


JULY 6, 1944 


“There are phases of our administrative government 
that at the present time are undistinguishable from those 
of the totalitarian state. For some of this Congress must 
assume the blame because of its docile rubber stamping 
for nearly a decade.” 


¥ 


“Chile and Brazil are electrifying their state railways 
as rapidly as possible, since fuel is difficult to obtain while 
water power is cheap and plentiful. Argentina has a more 
complex problem because her sources of water power 
are some distance from the coast.” 


» 


“The agencies that have had occasion to fight the menace 
of inflation are faced with a dilemma, Their very object is 
to keep prices from going up. Yet their very success in 
doing so presents them with the difficulty that the low 
prices, with relation to incomes, give to consumers with 
redundant incomes an excess purchasing power that is 
difficult to control. It is a problem in which OPA has 
been only partially successful.” 


* 


“Tf we are to furnish employment to people who should 
have it and who are entitled to it, if we and other impor- 
tant parts of the world are to go forward, we must in- 
crease production, distribution, and consumption. If we 
expect to sit back while each country makes itself a sep- 
arate compartment in the economic world, as we did 
between these two past wars, we will find people employed 
in some localities and very much out of employment in 
others.” 


* 


“With a word [kakistocracy] from the ancient Greek 
and an example from the modern Washington, Rep- 
resentative Lyle Boren has shown how far and for what 
reason this latter day government of bureaucrat, board, 
and commission has fallen from the American ideal. For 
it is not a government of law, but a government of whim 
and vengeance, not the administration of humanitarian- 


ism it has proclaimed itself, but a rule of selfishness and _ 


perpetuating greed.” 


5 


“What this story [of the Arabian pipe-line plan] indi- 
cates is that America is in the thick of the imperialist 
scramble. To our spheres of influence in South America 
and China, we have added the Middle East. The Medi- 
terranean sea lanes and the South Atlantic and African air 
lanes are now becoming national life lines and they will 
have to be protected. To a 2-ocean Navy we will have to 
add a 3-ocean Navy—which would please our powerful 
Navy bureaucracy. ... We are walking into a new po- 
litical cockpit which may wind up as World War III.” 
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the building of and application of equipment to e 
COMPLETE SUBSTATIONS—correctly designed, struc- 
turally and electrically, from single line wiring diagrams. 
‘ eg 4A . = AUTOMATIC 
Designers plan for rigidity, to withstand strains and assure 
alignment of equipment; economy, to omit excess parts and THROW-OVE! 
provide efficient bus layout; flexibility, to meet future re- EQUIPMENT 
quirements. Speedy, orderly shipments, eliminate erection 
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wartime performance 





of G-E units 


One of the more impressive chapters of American industry’s 
responce to the war is certain to be written about the per- 
formance of the country’s public utilities. For they have 
not only successfully met the enormously increased power 
demands of suddenly expanded industries, but they’ve also 
been able to supply all civilian needs despite the abnormal 
growth of many population centers. 


This accomplishment is a composite result of several fac- 
tors:—the traditional foresight of the utilities in planning 
additional capacity to care for normal growth before the 
need becomes acute;—the capability of utility management 
and personnel ;—the reliable operation of power generating 
equipment. 


Typical examples of the contribution of C-E Steam Gen- 
erating Units to this record are given on the opposite page. 
Each statement is a brief summary of the report of a utility 
company on the wartime performance of its C-E Steam 
Generating Units. All of these units are serving industrial 
areas where uninterrupted service is vital to the ultimate 
victory of the United Nations. A-754-A 
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200 MADISON AVENUE, NEW YORK 16, N. Y. 
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ORD-KEEPING NEEDs 


CARDINEER 
Horizontal Wheel Model, 72-70 
Capacity, 2500 cards 


CARDINEER 
Senior Model, 72.45 
Capacity up to 15000 « 


CARDINEER 
Small Desk Model, 72-05 


C ity, 1500 card 
japacity, cards CARDINEE 


fhe Masrer Model, 

Capacity, 6000 
Cardineer—now available in four the day when economy of operation 
different models. Keeping office rec- may be the difference between profit 
ords in wartime demands equipment and loss. So, look ahead to postwar 


best suited to the job. To save man- conditions. Get prepared now. 


power—-to speed work—to conserve Cardineer holds up to 15000 cards for 
een ein euesinapeetgal aaah quick posting or instant reference. No 
employees, use the Cardineer. eye-strain—greatest control—lowest 
Compact, portable, and trim, Cardineer cost. Choose the model best suited to 
provides zow a method of record keep- your needs. Phone or write for litera- 
ing that saves time and money against ture. Ready for immediate delivery. 


DIEBOLD, INCORPORATED « CANTON 2, OHIO 
BUY WAR BONDS 


| 
ia » ase ae as 
a DIEBOLD ARMOR a an en 


are available as follows: = 
d pin on_your letterhead; 

FOR AMERICA’ on 
x toy a _ roll & Personnel L), Plant & 
 Availel tie ' f ph eg Equipment C), Purchases 0, 


CARDINEER TRA DEX es ee SITE 
' F ble Book 


Inventories (J, Costs (10, Poy- 
Production (1. 
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One Idaho Mine Produces Over Half the 


Nation’s Supply of Strategic Tungsten 


DAHO is making one of the most no- 
| om contributions of any state in 
the Union in the production of vital 
war metals. 


In February of 1941, when the nation 
needed it most, a great discovery was 
made in the remote, mountainous area of 
west central Idaho. It was the discovery 
of a huge body of scheelite, an ore from 
which tungsten is extracted. 


Just seven months later the first ship- 
ments of concentrate were made from 
this important mine. 

Today the mine, owned and operated 
by the Bradley Mining Co., is the source 
of over 50 per cent of the tungsten pro- 
duced in America, and in addition is the 
largest producer of antimony in the coun- 
try. 


In the latter months of 1943, Idaho 
Power Company built a 106-mile electric 
transmission line through the mountains 


‘from its interconnected system to the 


mine, and is furnishing electricity which 
permits maximum production and de- 
velopment of the mine and mill. 

* * * * 


In the territory served by Idaho Power 
Company there has been an ample and 
adequate supply of electric power to 
meet all wartime requirements. The facil- 
ities for generating and distributing 
power, constructed by Idaho Power 
Company in times of peace, have stood 
this great state in good stead. 


IDAIJO POWER 


A_CITIZEN WHEREVER IT SERVES 





AGRICULTURE, MINING AND LUMBERING TOGETHER WITH RELATED INDUSTRIES, GIVE IDAHO A 
BALANCED ECONOMY 
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on postwar projects of 


reducing operating costs and 


increasing Water Department profits .. . 


o 
N example of the amount of time and effort required in pio- 
neering improvements is shown in the case of Penn Yan, 
N. Y., where Mr. Welker, Superintendent, Light, Water and 
Sewers has been actively engaged since 1931 in making reduc- 
tions in unaccounted-for water. A water leak survey in 1931 was 
later followed by improvements in the use of water at the 
electric and sewage disposal plants, and the purchase of a leak 
detector. In 1938 a system of meter testing and repairing was 
started, which, between then and 1941, effected still further 
water economies. 


The meter testing and repair program alone resulted in a re- 
duction of unaccounted-for water from 36.5% of the total 
pumped to 29.0%—with an accompanying increase of revenue 
from $20,728 to $23,850. Still further improvements are antici- 
pated. 


Now—while you have the time—take advantage of the experi- 
ence of operators who, like Mr. Welker, have worked for years 
to find means of reducing losses. By proper planning now you 
can be ready with worthwhile postwar projects that will do for 
your department, in a shorter time, what it has taken others 
years to develop; and you will be helping to do your share by 
giving work to returning soldiers. 


In such planning, Trident representatives will be glad ta assist you. 








NEPTUNE METER COMPANY ¢ 50 West 50th Street ¢ New York 20, N. Y. 
Branch Offices in CHICAGO. SAN FRANCISCO. LOS ANGELES. PORTLAND. ORE.. 
DENVER. DALLAS. KANSAS CITY. LOUISVILLE. ATLANTA. BOSTON. 

Neptune Meters. Lid.. Long Branc. Ont.. Canada 
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G0 foot washboart 
for butadiene gas 


Shown here is a stripper-scrub 
ber,a busy piece of refinery equip 
ment that strips off butadien 
gases and then scrubs out impu 
rities—a vital operation in thi 
manufacture of synthetic rubber 


This particular vessel is the larg 
est one of its kind ever built. Al 
though it towers some 60 feet 
its steel shell is but one-half ai 
inch thick—a meticulous fabrica 
tion job andone logically assigne: 
to the craftsmen of Consolidate: 
Steel Corporation. 


Precision work quickly accom 
plished—today it is continuing t 
win for the men and women o 
Consolidated Steel every basi 
government industrial award, tc 
morrow it will be devoted t 
the construction needs of peace 
time America. Inquiries lookin; 
to future construction are solic 
ited. Address the president. 


Consolidated 
Steel 


FABRICATORS 
ENGINEERS 
CRAFTSMEN 


LARGEST INDEPENDENT IN THE WES 


CONSOLIDATED STEEL CORP., LTD., LOS ANGELE 
LONG BEACH, WILMINGTON, CALIF.: ORANGE, TE 
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SAVE 502% 
IN TIME AND MONEY WITH 














THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution?, Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chicago Detrolt Montreal Toroate 
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RMORED CABLE - RUBBER POWER CABLES - VARNISHED CAMBRIC CABLES 


SERVING  YARNISHED 
CAMBRIC 


ALL cane 
INDUSTRY 


CRESCENT Cables for Power, Light and control have 
been installed in industrial plants for more than fifty years, 
with an enviable record for dependable service. 
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*S$Za4IM TIOHLNAS-: 


Meeting Excessive War-Time Loads 


CRESCENT 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 


TRENTON, N. J. 
BUILDING WIRE - IMPERIAL NEOPRENE JACKETED PORTABLE CABLE 


“2 S2ZTIEVD GHVOGIINS 
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More Dirt Off the Conveyor 
On Your 


mt OF BF DANA Dp Oy. O's De 


@ @ @ following these suggestions. They will assure your 
cashing-in, regularly, on your “CLEVELANDS” built-in rugged- 
ness and productive performance. 


@ Lubricate thoroughly and regularly. When lubricating, make certain 
that all fittings are open and all bearings taking grease. Be sure to 
replace any broken or damaged fittings. @ When making spot lubrication, 
check machine for loose or broken bolts, broken strands in cables, 
worn or broken links in chain and worn brake and clutch facings, and 
replace at once all damaged parts. @ Check Crank Case Oil level. Fill 
to full mark. @ Check coolant in radiator. If contaminated, it should be 
changed. @ Check carefully all bucket rooters for sharpness. Renew 
when dull. This is exceedingly important and will pay dividends. 
@ Keep Conveyor belt tension as low as possible without allowing belt 
to slip. @ Check fan belt for tension... water pump and radiator for 
leaks. @ Examine all wiring. See that connections are tight, wires clean 
and not damagéd. @ Operate digger with Boom Level when desired 
depth is reached. Never “crowd” machine ahead so that it “labors.” 


THE CLEVELAND TRENCHER COMPANY ‘car 


20100 ST. CLAIR AVE “Pioneer of the Small Trencher’ CLEVELAND 17, OHIO (‘NV 


LEVELANDS” Save More... Because they Do More 
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HE ROCHESTER TELEPHONE Cor- 
PORATION is proud of its position as a 
link in the chain of Public Utilities 
serving the war effort in Central 


Western New York. 


It is proud, also, of the spirit of co- 
operation on the part of the public it 
serves in the graceful acceptance of 
the many necessary wartime restric- 
tions to which telephone service is 
temporarily subjected. 


ROCHESTER 
TELEPHONE 
CORPORATION 


RocHESTER, NEw YorRK 
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Unsung War Joh! 


Behind all phases of the Nation’ 's war efforts are public utilities provid- 
ing power and light, tions, and the transp ion required 
1) naa to deliver men and materials to either production or battle V9 Semeccmecee 


400,000 FACTORIES 





Raw Materials trom 
Farms, Forrests, Mines efe 





ARMY & NAVY DEPOTS 


" yweatbes OF COMBAT 


No Army-Navy “E’’ flags fly over electric gener- 
ating stations, yet no Army-Navy “E”’ pennant 
could fly over any war plant without the con- 
tinuous delivery of electric power and light. 


Electric power is the energy with which 
machine tools used by American workers 
fashion industrial raw materials into the 
hard-hitting weapons needed by our fight- 
ing men to smash their way to Peace with 
victory. Electric power must be delivered 
at the snap of a switch where and when 
needed twenty-four hours every day. 

Keeping electric power continuously on 
tap at the switches in every industry and in 
every home is the tremendous, exacting job 
being done by the electric light and power 


companies. Last year 186 billion kilowatt 
hours of electric power were delivered to 
customers. This was twice the amount of 
power delivered before America began to 
prepare for war. 

We of Exide are proud not only of the 
fact that our products are sparking the wart 
machines attacking the enemy, but we are 
doubly proud of the fact that Exide Bat- 
teries are so widely used by the industry 
which delivers the vital power necessary to 
build those war machines. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 
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In 1938, after fifty-six years of operation, 93 billion 
kilowatt hours of electric energy were delivered to 
American homes and industries. Today, five years later, 
twice that amount of power or 186 billion kilowatt 
hours are delivered. Thus, as much. new generating 


capacity was added in five years as bad been installed 
during the previous fifty-six years. Since 1891, Exide 
Batteries have earned a reputation for dependability in 
central station operations. That is why they are the 
preference of so many electric utility companies. 


BATTERIES 
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—GRINVELL MULSTFYRE 


Snuffs Out Oil Fires with 
Mulsifying Spray of Water! 





ao tk WHAT MULSIFYRE SPRAY sa ii 
A STUBBORN OIL FIRE... LOOKS LIKE... FIRE OUT, WITHIN 5 SECONDS! 


fee 


¥ 


In generating plants, switch yards, sub- guishing oil fires was developed ani 
atations ... wherever oil-filled apparatus or _ patented by Grinnell . .. and is incorporated 
lubricating systems are employed... in Mulsifyre Systems by means of a special 
Grinnell Mulsifyre Systems now give per- discharge nozzle, the Grinnell Projector. 
manent, positive protection against oil fires. Since its introduction, “Mulsifyre” has been 
The instant the system is turned on, either accepted internationally by utilities and 
manually or automatically, a driving spray industries . . . and by the U. S. Navy for 
of water strikes the oil... churns the surface _ bilge-protection of oil-burning ships. 
into a non-flammable emulsion . . . smothers Write for detailed information on 
flames within a few seconds! The water “Mulsifyre” Systems and their applications 
soon separates itself from the oil as the Grinnell Company, Inc., Executive Offices, 
emulsion breaks down. Providence, Rhode Island. Branch offices 


This simple, positive method of extin- in principal cities of U. S. and Canada, 


GRINNELL 


AUTOMATIC SPRINKLER FIRE PROTECTION 
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The average daily maxi- 
mum temperature at Mi- 
ami was only 88.3° F. dur- 
ing the past 44 years. The 
temperatures in Miami 
have never been as high as 
those reached every year 
in the industrial centers 
of the north. 
After the war, join the 
thousands of people who 
already have discovered 
the delights of the low- 
cost summer vacations on 
Florida’s beaches. 


yanid’ 


squtt i) 


{0 


the Garena cyels : < 


ericall 


To the Lands of 
Promise that lie to 
the south — where opportunities for post 
war expansion are unequaled — point the 
broad, palm-bordered highways of Florida, 

South America — Africa — the Carib 
bean area — will be the flourishing ne 
markets of the post-war era. The gatewa 
to them is Florida — with all the trans 
portation facilities of air, rail and wate 
necessary to serve these markets. 

We of the utilities industries have 
duty to our manufacturers: — to bring 
to their attention the potentialities of the 
State of Florida for their display rooms 
warehouses and assembly plants. The plug 
business obtained through these Florida 
facilities must bring added expansion a 
home. 

Tell them about it! We will gladly sup 
ply any information requested. Manufac 
turers also are invited to write the Man 
ager of our Industrial Department fo 


complete details. 


FLORIDA POV 


Ingraham Bldg., Miami, Florida 
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Gates—Intake, Sluiceway and Spillway 
Hydraulic Turbines—Francis and Propeller Types 
Rack Rakes 

Trash Racks 


Valves—Pipe Line and Penstock 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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Picture yourself helplessly watching vicious 

flames leap through doorways and win- 

dows of your own plant, engulfing valuable 

machinery and materials. Even worse, pic- 

ture yourself thinking, “All this might 

have been prevented”—prevented by the 

installation of Kinnear “Akbar” Steel Roll- 

ing Fire Doors. These efficient doors re- 

main coiled overhead out of the way un- 

til fire starts—then they close quickly, 

automatically and safely. By cutting off 

drafts and blocking the spread of flames, 

they confine fire to smaller areas, over- 

coming one of the most outstanding causes 

of heavy fire loss. Kinnear “Akbar” Roll- 

ing Fire Doors, approved by Underwriters’ 

Laboratories, have saved as much as 33% 

of their cost annually in reduced insurance 

rates! A safety device controls their down- 

ward motion, protects persons passing un- 

derneath. Emergency openings after auto- 

matic closure is simple; there is no pos- 

sibility of being trapped on either side. 

Kinnear Rolling Fire Doors are built any é 

size for any opening—can also be equipped for doorways, windows and corridors. Write for com- 
regular daily service, with either motor or manual plete details on Kinnear “Akbar” Steel Rolling Fire 
control. Eliminate the possibility of fire ravaging Doors today. The Kinnear Manufacturing Co., 
your plant because of lack of proper protection at 2060-80 Fields Ave., Columbus 16, Ohio. 
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ne of three large self- 
leaning strainers for 
earing cooling water, 
1 a central station, 


One of five Elliott 14” self- 
cleaning strainers in a hydro 
plant. They protect fire pumps, 
transformer cooling and gen- 
erator cooling coils. 


ELLIOT 


SELF CLEANIN 
STRAINER: 


Without attention beyond occasional super. 
vision, this unit will strain incoming water, 
remove and eject abrasive or other foreign 
matter, and deliver clear water for service use. 


The straining process is continuous. A 
geared motor slowly rotates a sealing box 
which blocks off each straining section in turn. 
Back-flow of water then flushes the isolated 
straining section, driving the entrained impur- 
ties out through the bottom of the unit, and the 
cleared section again takes up its straining job. 


The only bearing exposed to grit-laden 
water is the lower bearing of the rotating ele- 
ment. This is a cutless rubber bearing, immune 
to damage and easily replaceable should it 
become necessary. Elliott self-cleaning strain- 
ers serve many ulilities especially where large 
quantities of relatively fine dirt must be 
removed. 


Where manual cleaning is permissible, Elliot 
twin strainers will also give non-stop service, 
one cylinder always being in operation while 
the other is shut down for removal and dump: 
ing of the strainer basket. 


Use our wide experience in meeting your straining 
needs. Talk it over with the Elliott man. 


ELLIOTT COMPANY 
Accessories Department : 
JEANNETTE, PA. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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Due to wartime travel restriction, conventions listed are subject to cancellation. 


+7 JULY +7 





{ Southwestern Laeeter of Commerce Institute will hold meeting, Dallas, Tex., 
July 23-29, 1944. 








{ International Association of oa peers Northwestern Section, will hold 
session, Olympia, Wash., Aug. 21-23, 1944. 








{i International Association of Electrical Inspectors, Southwestern Section, will hold 
meeting, Modesto, Cal., Aug. 28-30, 44, 








American ee Nae CF onaneisie Engineers will hold Pacific Coast technical meeting, 
Aug. 29-Sept. 1, 











{ American Water Works Association, Western Pennsylvania Section, will hold con- 
vention, Pittsburgh, Pa., Sept. 13, 14, 1944. 





{ American Water Works Association, Rocky Mountain Section, will hold convention, 
Denver, Colo., Sept. 21, 22, 1944. 





{ American Public Works Association will hold Public Works Congress, St. ‘ey 
Paul, Minn., Sept. 24-27, 1944. 





{ National Safety Congress will convene, Chicago, IIll., Oct. 3—5, 1944. 














¥ American Gas Association will hold annual meeting, Chicago, Ill., Oct. 5, 6, 1944. 








J United States gotepestent Telephone Association will convene for session, Chicago, 
Ill., Oct. 10-12, 








q International tg Managers Association will hold annual conference, Chicago, Iil., 
Oct. 12-17, 








J American Water Works Association, Southwest Section, will convene, Austin, Tex., 
Oct. 17-19, 1944. 








{ American Water Works Association, Missouri Valley Section, will convene Kansas 
City, Mo., Oct. 23, 24, 1944, 











{ American Society of Civil Engineers opens meeting, Cleveland, Ohio, 1944, 
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Mobilizing the Utilities for War 


Through 


improved design 


and engineering _ practice, 


through wide interconnection and coérdination of facilities, 

through unique resourcefulness in overcoming the countless 

handicaps which war conditions impose, the utility systems, 

says the author, have made good their pledge that service would 
never be too little or too late. 


By EDWARD FALCK 
DIRECTOR, OFFICE OF WAR UTILITIES 


HE war on the home front is 
T oiemea by the battle for pro- 

duction. That battle is being 
won and the victory will prove deci- 
sive in the great military struggle 
which still lies ahead. 

The War Production Board was 
created for the purpose of serving as 
a sort of general staff to direct the bat- 
tle for production. The Office of War 
Utilities functions within the War Pro- 
duction Board through five operating 
divisions responsible for power, manu- 
factured gas, natural gas, water, and 
communications, In addition to these 





operating divisions, there are four staff 
branches which are responsible for ma- 
terials control, fuel and allocations, in- 
ventory control, and administration. 
Within an operating division, basic re- 
sponsibilites are generally divided 
among three major fields: 


(1) Supply; (2) materials distri- 
bution ; and (3) allocation. 


The Office of War Utilities is the 
agency created within the War Pro- 
duction Board for the purpose of exer- 
cising the wartime powers and respon- 
sibilities of the War Production Board 
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in the field of public utilities—electric 
power, natural and manufactured gas, 
water, wire communications, and cen- 
tral steam heating—as well as in the 
field of utility equipment manu facture. 
The maintenance of these utility serv- 
ices is essential to the country in times 
of peace, and vital in times of war. The 
entire mobilization of industry, trans- 
portation, and man power during the 
war has been predicated upon the un- 
interrupted flow of utility services. 


te in 1941 as two separate 
branches (the “Power Branch” 
and “Communications Equipment”’), 
the Office of War Utilities is today a 
smoothly operating organization. It 
has a charter from the chairman of the 
War Production Board authorizing it 
to exercise directly virtually all of 
WPB’s power in the public utility and 


equipment manufacturing areas for 


which it is responsible. It has a staff 
of approximately 400 employees; an 
annual budget of about $1,130,000; 
some fourteen industry advisory com- 
mittees on which more than 150 utility 
and business leaders serve without 
compensation; harmonious and effec- 
tive working arrangements as to juris- 
diction with other government agen- 
cies having regulatory and other re- 
sponsibilities with respect to utility op- 
erations ; and an administrative-legisla- 
tive framework of orders governing 
the flow of materials for maintenance, 
repair, and operating supplies and for 
construction, the scheduling of equip- 
ment production, inventory control, 
equipment specifications, conservation 
and standardization, operations during 
periods of shortage, and restrictions 
on new utility connections. 

This was not always so. At the outset 
JULY 6, 1944 


there was no staff, there were no or- 
ders, there was no established work- 
ing relationship with the industry or 
with other governmental agencies. The 
job to be done was totally undefined. 
Looking backwards, it is possible to 
identify the basic principles which have 
contributed to building up the organi- 
zation and getting the job done. 


wh the most important con- 
tributing factor in the develop- 
ment of the Office of War Utilities 
has been the high quality of the staff 


that was assembled to do the job. The § 


men who came to Washington to join 
the ranks of the predecessor Power 
Branch and the Communications 
Equipment Branch were far beyond 
the average in ability and courage. 
During the early days in 1941, they en- 
dured the most disruptive working con- 
ditions. Washington agencies were 
mushrooming all over the city. Tem- 
porary buildings were under construc- 
tion. Floor space was at a premium. 

At one time the Power Branch had 
only 35 square feet per employee. Men 
had their desks in aisle. ‘some even 
worked in their hotel rooms for want 
of office space. Telephones were diff- 
cult to obtain and numbers were 
changed almost weekly. The offices and 
aisles were crowded with utility engi- 
neers trying to file priority applica- 
tions in person, applicants for jobs, 
purchasing agents, Congressmen, 
manufacturers’ representatives, cham- 
bers of commerce representatives, and 
inventors. The noise was terrific. Men 
began work at 8 or 9 a.M. and rarely 
left their desks at noon; they did not 
quit until 9 p. M., and, not infre- 
quently, they worked on until mid- 
night. 
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MOBILIZING THE UTILITIES FOR WAR 


i was under these circumstances of 
stress that the basic thinking for 
the whole utilities program was done. 
In these noisy and crowded offices were 
developed the original Order P-46 
(now U-1) controlling materials for 
maintenance, repair, and construction 
by electric, gas, and water utilities ; the 
original Orders L-50, P-130, and P- 
132, controlling wire communications 
utilities; the first power Limitation 
Order (L-16) providing for the pool- 
ing of power resources in the South- 
east and the curtailment of power dur- 
Sing the drought-created shortage; the 
power expansion program involving 
the installation of about 7,000,000 kilo- 
watts of capacity during 1942-1944. 

The staff was recruited in a man- 
ner designed to secure the best possible 
balance of different viewpoints and ex- 
perience. Electrical engineers and op- 
erating men, whether drawn from pub- 
lic agencies such as the Tennessee Val- 
ley Authority, the Bonneville Power 
Administration, or the Los Angeles 
Bureau of Power & Light, or from the 
private electric utilities or from manu- 
facturing companies, once they became 
members of the staff, whether on sal- 
aried or dollar-a-year basis, ceased to 
represent the agency or company or 
area from which they had _ been 
drawn. 


The success of the Office of War 
Utilities in working out harmonious 
relationships with other governmental 
agencies having responsibilities with 
respect to utility operations has also 
been something of an achievement, con- 
sidering such diverse bodies operating 
in the same general field as the FPC, 
FCC, SEC, BWC, TVA, REA, Army 
Engineers, Reclamation Bureau, and 
regulatory commissions in some forty 
states. 


Rigs study disclosed, however, 
that none of the existing govern- 
ment agencies would be in a position to 
discharge the special responsibilities of 
the War Production Board arising out 
of national defense and the possibility 
of war. This conclusion rested upon 
three principal considerations. First, 
the jurisdiction of a war agency must 
be total; that is, it must cover all 48 
states and all types of systems, pub- 
licly and privately owned or coopera- 
tive. No state or Federal agency had 
such complete jurisdiction. Second, 
planning the installation of power ca- 
pacity, the construction of new natural 
gas pipe lines, or the addition of tele- 
phone central offices, like any other 
major new construction during the 
war, must be done in relation to pro- 
grams for military production which 


e 


serving as a sort of general staff to direct the battle for pro- 


q “THE War Production Board was created for the purpose of 


duction. The Office of War Utilities functions within the 
War Production Board through five operating divisions 
responsible for power, manufactured gas, natural gas, water, 
and communications. In addition to these operating divi- 
sions, there are four staff branches which are responsible for 
materials control, fuel and allocations, inventory control, 
and administration.” 
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are coordinated by the War Production 
Board. Third, the war planning 
agency must have a single purpose and 
should not be distracted by conflicts 
between war purposes and peacetime 
functions for which all regulatory com- 
missions have certain statutory obliga- 
tions to perform. 

Because of the complexity and in- 
terdependence of the operations of the 
OWUvis-d-vis the FPC, written agree- 
ments were consummated between the 
two agencies defining their respective 
functions and providing for conference 
and consultation to iron out possible 
future difficulties. An agreement cov- 
ering electric power was signed on 
April 24, 1942, and one covering natu- 
ral gas on September 11, 1943. Simi- 
lar arrangements, both formal and in- 
formal, have been worked out with 
other government agencies, including 
the FCC, BWC, State Department, 
Foreign Economic Administration, 
‘Combined Production and Resources 
Board, Department of Interior, Solid 
Fuels Administration for War, Petro- 
leum Administration for War, War 
Department, Navy Department, Mari- 
time Commission, War Food Adminis- 
tration, Office of Defense Transporta- 
tion, National Housing Agency, Office 
of the Rubber Director, Federal Works 
Agency, and others. 


mM times such clearances and con- 
sultations have the aspect of bu- 
reaucracy but this is misleading. It is 
only as a consequence of these meetings 
with responsible officials of other agen- 
cies that the staff of the Office of War 
Utilities has been able to appraise the 
significance of the OWU’s operations 
in relation to the needs of other pro- 
grams. 
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The Office of War Utilities has had 
the confidence and support of indus- 
try from the beginning. This has made 
it possible to overcome the obstacles 
of wartime organization. The mechan. 
ism for working with industry in- 
cludes many different methods of com- 
municating information, ideas, re- 
quests, and orders. It includes the per- 
sonal visits of utility officials and 
manufacturers to the Washington of- 
fice of OWU;; visits and inspections by 
OWU engineers of projects under 
construction and of manufacturing 
plants ; group meetings in Washington 
and in the key cities of each region in 
the country ; and meetings of the four- 
teen OWU industry advisory com- 
mittees. Representatives of utilities and 
manufacturers have in turn passed on 
to others the facts communicated to 
them. This has been a fully reciprocal 
process and the flow of information 
and ideas has come both from indus- 
try to OWU and in the reverse direc- 
tion. The support which industry has 
given to OWU is due primarily to the 
war and to the desire of all elements 
in industry to contribute to the war 
effort. But it is due also, I think, to a 
recognition by industry of the disinter- 
estedness and integrity of the OWU 
staff. 


§ B. OWU has made it plain that 
it has no desire to regulate indus- 
try permanently. Controls are relaxed 
even during the war just as soon as the 
need for them disappears, as already 
witnessed in the removing of power 
supply restrictions in the Southeast 
when the 1941 drought threat ended, 
and similar natural gas experience in 
the Appalachian area during the last 
two heating seasons. 
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Staff of the Office of War Utilities 


‘cp ERHAPS the most important contributing factor in the develop- 

ment of the Office of War Utilities has been the high quality of the 

staff that was assembled to do the job. The men who came to Washing- 

ton to join the ranks of the predecessor Power Branch and the Communi- 

cations Equipment Branch were far beyond the average in ability and 

courage. During the early days in 1941, they endured the most disrup- 
tive working conditions.” 





In many instances industry has in- 
itiated actions which it would have been 
difficult for the government to order 
or administer. Power pooling is a 
notable example. Successful power 
pools are now being operated in every 
large, interconnected area in the coun- 
try, including the Connecticut valley, 
New Jersey-Pennsylvania-Maryland, 
Wisconsin - Illinois, Indiana - Ohio- 
West Virginia-Kentucky, Virginia and 
the Carolinas, Florida, TVA-Com- 
monwealth & Southern, Arkansas- 
Louisiana - Mississippi - Texas - Okla- 
homa, the Pacific Northwest and 
Northern Rocky Mountain area, and 
California-Nevada-Arizona. The area 
engineers of the Power Division of 
OWU helped organize some of these 
power pools, but all of them are 
operated on a voluntary basis by the 
utilities who are members of the pool. 


The Federal government could have 
established these arrangements by 
order and placed a government load 
dispatcher in charge of the operation. 
Fortunately it has been unnecessary to 
take such action. It is doubtful whether 
equally good results would have been 
achieved. The pools have saved fuel 
and need for new capacity by the co- 
Ordinated operation to maximize the 
use of hydro and high efficiency steam 
plants. In working out schemes for 
conserving our critical resources, the 
utility industry showed leadership of a 
positive character and did not sit back 

awaiting the guidance of government. 
It is for these reasons that it is mean- 
ingless to discuss separately the achieve- 
ments of the utilities and the Office of 
War Utilities. Their efforts have been 
joint and interdependent. The utilities 
have the full managerial responsibility 
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for engineering, design, construction, 
and operation. Therefore, in the 
description that follows of the particu- 
lars of the OWU operating programs, 
it should be understood that the term 
OWU comprehends not only the staff 
of the organization itself but all of the 
instrumentalities of industry as well. 


Office of War Utilities’ Operations 


HE major functions of the Office 
of War Utilities may be sum- 
marized under the following headings: 


Planning major expansions of util- 
ity facilities. 

Authorizing essential utility con- 
struction. 

Assuring materials for necessary 
maintenance, repair, and operating 
supplies. 

Effecting the redistribution of in- 
ventories. 

Planning for allocations in case of 
shortages of utility services. 
Scheduling production of equip- 
ment. 

Programming requirements of 
utilities and manufacturers for 
critical materials. 

Codrdinating conservation of fuel 
and utility services. 


Planning Major Expansions of 
Utility Facilities—An adequate 


l. 


amount of capacity has been installed 
so that power demands have been met 
in all sections of the country. At the 
same time there have been no unneces- 


sary installations, no _ installations 
representing an unsound diversion 
from the remainder of the war pro- 
gram. This result was not accident nor 
good fortune. It resulted from pains- 
taking and remarkably precise esti- 
mates by the Power Division of capaci- 
ties and war loads for each power 
supply area and subdivisions of areas 
JULY 6, 1944 


and the codperation of the industry in 
proceeding with the construction and 
other arrangements necessary to meet 
the indicated deficits. The precision of 
the planning was the consequence of a 
stupendous amount of detailed work 
and combined consideration of many 
seemingly unrelated factors." 

Planning of additional facilities to 
meet war loads was similarly conducted 
for wire communications, natural and 
manufactured gas, and water utilities. 
The 1,200-mile Appalachian natural 
gas pipe line from the gas fields of 
Texas and Louisiana to West Virginia 
was held up until the magnitude of the 
gas shortage justified diverting from 
military production the considerable 
quantity of steel pipe, compressors, 
and other critical material involved. 

2 Authorizing Essential Utility 

¢ Construction Administering a 
system for authorizing and assigning 
priorities assistance to utility construc- 
tion is a challenging and tremendously 
difficult task, not only because of the 
physical volume of the detailed work 


1 These factors included new loads imposed 
by extraction of ores and reduction of ores to 
base metals for the aluminum, magnesium, and 
steel industries; the power demands of thou- 
sands of new and expanded industrial plants; 
loads originated by various military and naval 
establishments; war housing and other new 
civilian activities; allowances for longer shift 
operation of factories; some reduction in non- 
war civilian loads; movements in population; 
reliance on lower margins of reserve capacity ; 
the possibilities of interconnections, codrdi- 
nated operation, scheduling maintenance shut- 
downs on an area basis; legislation for daylight 
saving time throughout the year; possible use 
of floating power plants of which four 30,000- 
kilowatt units were authorized. Data for these 
analyses were drawn from a wide variety of 
sources: compilations of the Federal Power 
Commission, load projections by utilities, plans 
of the military forces, the metal industries, 
and many others within or related to the War 
Production Board. 
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involved, but also because of the dual 
and sometimes conflicting responsibili- 
ties of permitting all utility construc- 
tion essential to the prosecution of the 
war and of diverting the largest quan- 
tity of materials to direct war purposes. 

At the start there were no rules. The 
only guide was the fundamental pur- 
pose of the process, to make materials 
available for national defense. There 
were soon developed, however, some 
general principles to guide the staff in 
processing applications. The most im- 
portant of these are: the test of essen- 
tiality, the rule against duplication of 
facilities, and the rule that service 
should be furnished by the facilities 
which require the least use of critical 
materials. This policy sometimes 
causes real headaches for the OWU 
staff but it has paid big dividends in 
conserving resources for the war. 

At the very outset it was evident that 
if construction jobs of minor size were 
required to be submitted for authoriza- 
tion in the same manner as major proj- 
ects, the savings in materials would be 
more than offset by the burden of paper 
work on both the utilities and the Office 
of War Utilities. Accordingly, utilities 
are given authorization, under the “U”’ 
order applicable, for plant additions of 
modest cost providing certain pre- 
scribed conditions of essentiality and 
conservation are met. 


q 


r was also recognized in 1941 and 
early 1942 that requests for utility 
service by new customers under war- 
time conditions would reach record 
proportions and that many of these 
requests would not be of an essentiality 
to the war which would justify the use 
of critical materials at the expense of 
war demands or the endangering of 
service to existing customers where the 
capacity of existing facilities was al- 
most reached. Accordingly, rules were 
adopted by the Office of War Utilities 
defining the conditions under which 
new customers may be connected and 
requiring application to OWU for 
waiver of the rules where the customer 
or the utility feels an exception is 
merited. These provisions, contained 
in Utilities Orders U-1, U-2, and U-6, 
are well known to the industries. The 
policy of the Office of War Utilities is 
to make the administration of these 
restrictions as simple as possible and ac- 
cordingly the conditions prescribed are 
changed as frequently as the situation 
as to critical materials makes such 
changes advisable. The consequence of 
this policy is to eliminate much of the 
filing of exceptions formerly necessary. 
le the telephone industry it was neces- 

sary to order the discontinuance of 
manufacture of telephone instruments 
for civilian uses in order that the accu- 


e 


“THE success of the Office of War Utilities in working out 
harmonious relationships with other governmental agencies 
having responsibilities with respect to utility operations has 


. . . been something of an achievement, considering such 
diverse bodies operating in the same general field as the 
FPC, FCC, SEC, BWC, TVA, REA, Army Engineers, 
Reclamation Bureau, and regulatory commissions in some 


forty states.” 


9 
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mulated: inventories of instruments, 
other than the most modern type, could 
be put to use and in order to make avail- 
able the facilities of the manufacturers 
for the production of military items, 
especially radio and radar equipment. 
Because of the shortage of telephone 
instruments, consequent on the stop- 
ping of production, and because of in- 
creases in demand for telephone serv- 
ice in congested war production cen- 
ters, Utilities Order U-2 was issued to 
regulate new installations of telephone 
service. Recently it has been possible 
to authorize limited resumption of pro- 
duction of telephone instruments, but 
it will be many months before the ac- 
cumulated demand can be fully met. 
Furthermore, there are many cities in 
which shortages of central office facili- 
ties or outside plant exist because of re- 
strictions placed on installation of such 
facilities. Accordingly, the provisions 
of Order U-2 directing priority in 
furnishing telephone service to essen- 
tial users must continue. 
Themagnitude of the task of process- 
ing applications is indicated by the fact 
that for 1943, total correspondence for 
the entire OWU amounted to 582,000 
items, representing 140,000 priority 
applications, 82,000 appeals from limi- 
tation orders, and 360,000 letters. 


Assuring Materials for Neces- 

e sary Maintenance, Repair, and 
Operating Supplies—The job of as- 
suring a prompt flow of materials and 
equipment to utilities for maintenance, 
repair, and operating supplies has been 
accomplished through Utilities Orders 
U-1, U-3, and U-4. These orders and 
their predecessors cover electric, steam 
heating, gas, water, telephone, and 
telegraph utilities. The orders have 
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gone through a long evolution, but the 
basic purposes have remained the same. 
These were to provide a top priority for 
utilities so that they could secure neces- 
sary materials and at the same time 
restrict the use of this priority in order 
to prevent the accumulation of excess 
inventories. Perhaps no other orders 
of the War Production Board have had 
as detailed study. Task committees of 
the utility industries have frequently 
been called in to offer suggestions as to 
desirable amendments. 


4 Effecting the Redistribution of 
¢ Inventories. — Because of the 
acute shortage of copper and the com- 
peting demands for many items of util- 
ity equipment in 1942, it was evident 
that a serious attempt should be made 
to establish a practical working mini- 
mum inventory for utilities, define as 
excess that part of the total inventory 
which exceeded the limits of practical 
working minimum, and effectuate the 
redistribution of the excess. The me- 
chanics for accomplishing this end 
differed somewhat between electric, 
gas, and water utilities on the one hand, 
and telephone and telegraph utilities on 
the other. 

In the case of electric, gas, and water 
utilities, originally, a catalog was made 
of copper wire and transformers on 
hand in the warehouses of the various 
utilities. Later the National Associa- 
tion of Purchasing Agents developed a 
plan for promoting the redistribution 
of excess stocks. Finally, the Office of 
War Utilities, with the help of the utili- 
ties and their purchasing agents, set up 
an Inventory Control Branch and a 
field organization consisting of regional 
utility engineers assigned to the thir- 
teen principal field offices of the War 
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No Permanent Regulation of Industry 


<4 HE OWU has made it plain that it has no desire to regulate in-— 
dustry permanently. Controls are relaxed even during the war 
just as soon as the need for them disappears, as already witnessed tn the 
removing of power supply restrictions in the Southeast when the 1941 
drought threat ended and similar natural gas experience in the Appalach- 
ian area during the last two heating seasons.” 





Production Board. Utilities are re- 
quired to clear certain purchase orders 
with the regional utility engineers prior 
to placing orders with suppliers. If the 
regional utility engineer can locate the 
desired items in the excess stock of an- 
other utility in the same area, the pur- 
chasing utility is directed to negotiate 
with the utility holding the material. 

The method followed in the case of 
telephone and telegraph utilities is for 
the Communications Division to pre- 
pare lists of excess material available 
in inventory and to distribute these 
lists widely to the industry to facilitate 
direct negotiation for the purchase of 
these items. 

By these means, and also by requir- 
ing utilities to use up their own excess 
stocks before placing orders with sup- 
pliers, inventories were brought down 
by about $75,000,000 during the period 
from June 30, 1942, to December 31, 
1943. This reduction represents ma- 
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terials, labor, and shop space in the fac- 
tories of the equipment producers that 
were saved through the redistribution 
activity. 


Planning for Allocations in Case 

© of Shortages of Utility Services. 
—In the power field there has been no 
shortage during the war requiring a 
curtailment of service. However, in 
early 1942, at a time when war loads 
were increasing substantially and more 
rapidly than capacity, the possibility of 
power shortages had to be anticipated 
and the Power Branch issued Limita- 
tion Order L-94 on May 1, 1942. The 
order provided for integrated opera- 
tion of all interconnected power facili- 
ties in each area of the country. In areas 
where the margin of spare capacity was 
low, detailed steps were worked out 
with utilities for dropping certain loads 
in an emergency in order to maintain 
voltage and hold the system together. 
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Classes of exempt and nonexempt con- 
sumers were listed in the order to guide 
the utilities in making curtailments 
should they be necessary. 

In the fields of natural and manu- 
factured gas, limitation orders com- 
parable in purpose to L-94 in the power 
field have been issued. Order U-7 
(formerly L-31) is the order applicable 
to natural gas utilities, and Order L- 
174 to manufactured gas companies. 
These orders, in addition to prohibiting 
new space-heating installations in 
areas where supply is tight and requir- 
ing the review of new industrial appli- 
cations, provide for an_ orderly 
sequence of curtailment during periods 
of gas shortage. The curtailment pro- 
visions have frequently been applied 
during periods of winter peak con- 
sumption. The orders have assured a 
continuous supply of gas to the top pri- 
ority war consumers at the expense of 
the less essential users of service. 

While it has not been necessary to 
curtail service by water utilities, the 
Office of War Utilities has participated 
in local “save water” campaigns where 
water supply has been short. 

In the telephone industry the efforts 
to reduce the load on local and long-dis- 
tance facilities have been principally by 
publicity campaigns conducted by the 
industry itself. 


6 Scheduling Production of Equip- 
e ment.—At the beginning of the 
emergency the United States was not 
immediately prepared for the unparal- 
leled Navy and Maritime construction 
program. Initially there was more 
direct conflict between the power gen- 
erating equipment and the turbines re- 
quired by the Navy and Maritime Com- 
mission than for any other single class 
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of industrial production. The Office of 
War Utilities codperated with the 
Navy and Maritime Commission by re- 
leasing the facilities of manufacturers 
to the maximum possible extent. This 
was done by refusing priorities for 
power plants and by suspending or re- 
voking priorities previously issued. 
Priority applications were canceled for 
a total of approximately 5,000,000 kilo- 
watts of generating capacity. 

The Office of War Utilities had to 
adopt a “tough” attitude in reviewing 
its Own power expansion program. 
Every project was reviewed from the 
standpoint of its necessity and relative 
urgency, and approval was given only 
where the facts disclosed the existence 
of a critical situation and where power 
required for the war effort could not be 
made available without the new facili- 
ties requested. The conflict between the 
power program and the Navy and 
Maritime programs was particularly 
sharp in the case of small and medium- 
size power units up to about 10,000- 
kilowatt capacity because the facilities 
for producing these units could most 
readily be devoted to the manufacture 
of marine turbines. The total amount 
of power plant equipment for the Navy 
and Maritime Commission is truly 
staggering. 


i of the New Jersey 
class requires approximately 200,- 
000 horsepower of turbine capacity for 
all purposes. A large aircraft carrier 
requires about 180,000 horsepower, 
and a light cruiser about 100,000 
horsepower. Main propulsion turbines 
of cargo vessels, such as the new victory 
ships, are rated at 6,000 horsepower. 
Turbines and engines delivered to the 
Navy and Maritime Commission for 




















shipboard use during the year 1943 had 
a total capacity of approximately 40,- 
000,000 horsepower. It is interesting to 
note that at the present time the ca- 
pacity of the main propulsion units of 
all types for the Navy is approximately 
equal to the total installed generating 
capacity in all power plants in the 
United States. 

Early in 1942 the Office of War 
Utilities developed turbine-scheduling 
order M-76, which was the first order 
board scheduling regulation to be is- 
sued by the War Production Board. 
Subsequently, scheduling orders L- 
117, M-293, etc., were issued covering 
all types of heavy utility equipment, in- 
cluding boilers, condensers, switchgear, 
and related electrical equipment. These 
orders provided four important advan- 
tages: (1) The schedule of the manu- 
facturers was fixed or frozen for pro- 
duction so that the manufacturer could 
plan his work well in advance and out- 
put could be maximized; (2) prior to 
freezing manufacturers’ schedules a 
careful study was made of the relative 
urgency of all orders placed with the 
manufacturer, individual consideration 
being given to each order; (3) the 
Office of War Utilities, in codperation 
with the military and nonmilitary 
claimants, achieved a spreading out of 
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orders to equal the backlog on the books 
of the various manufacturers and to 
promote subcontracting; (4) this 
method provided almost absolute con- 
trol of production, being particularly 
suitable for meeting the emergencies. 


\. Semotaras of production was par- 
ticularly important because of un- 
certainty with respect to long-term re- 
quirements of most claimants. For ex- 
ample, in the spring of 1942, no one 
knew precisely how much steam would 
be required for the synthetic rubber 
program or how many mechanically 
driven turbines would berequired by the 
aviation gasoline program. Hydro tur- 
bines interfered with extrusion presses 
for aluminum. Oil circuit breakers and 
switching equipment interfere with 
switchgear for ship use. Radio and 
radar transformers interfere with dis- 
tribution transformer production, etc. 

The scheduling job from the very 
start has meant working in intimate 
relationship with the Office of Lend- 
Lease Administration in development 
of technical studies and power pro- 
grams for equipment delivered pursu- 
ant to First, Second, and Third Rus- 
sian Protocols, and with Treasury Pro- 
curement in following these projects 
through to completion. This equip- 


& 


improved design 


and engineering practice, 


“THROUGH 

q through wide interconnection and codrdination of facilities, 
through unique resourcefulness in overcoming the countless 
handicaps which war conditions impose, the utility systems 
have made good their pledge that service would never be too 
little or too late. By economiszing to the limit in the use of ma- 
terials, equipment, man power, and fuel, the job has been 
done without interference with the urgent military pro- 
grams which depend for their execution on the same scarce 


resources.” 
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ment includes power plants of all types, 
industrial boilers, truck-mounted Die- 
sels, power trains, and many other 
items of power equipment. Likewise, 
there has been the job of providing 
power plants for China and all the rest 
of our Allies, as well as preparing for 
the contingencies which may arise by 
future military operations. 

The problem of scheduling and pro- 
duction control is not at an end. In 
fact, as soon as one type of bottleneck 
problem is solved, new ones arise. To 
the manufacturers of the country 
should go the credit for the achieve- 
ments which have been made in this 
field. Their codperation has been com- 
plete in every respect and detail. They 
have been ready, willing, and anxious 
at all times to help accomplish that 
which was in the best interest of the 
war effort. 


7 Programming Requirements of 
e Utilities and Manufacturers for 
Critical Materials.—Part of the job of 
the War Production Board is to inter- 
relate all of the war programs within 
the limits of our materials capacity. 
This job is carried out within the War 
Production Board by the Program Vice 
Chairman, who is also Chairman of the 
Requirements Committee. The Office 
of War Utilities is established as a 
claimant agency and as such has mem- 
bership on the Requirements Com- 
mittee. Other members are the Army, 
Navy, Maritime Commission, and the 
major nonmilitary claimants. Each of 
the claimants presents claims for its 
programs stated in terms of tonnages 
of steel, aluminum, copper, and other 
materials. The national supply of these 
critical materials is compared with the 
total of the several claims, and down- 


JULY 6, 1944 14 


ward adjustments are made in the pro- 
grams to bring supply and require- 
ments into balance. This is the essen- 
tial part of the planning mechanism 
known as the Controlled Materials 
Plan. The information on military 
and indirect military programs is 
brought to a final synthesis at the Re- 
quirements Committee. It is through 
this mechanism that knowledge is ob- 
tained as to which resources are really 
critical, which areas require additions 
to capacity, and which programs must 
be cut if supplies are short. The appli- 
cation to the field of utilities of program 
changes brought about ultimately by 
changes in the strategy of the war is 
the fundamental part of the job. 


8 Coérdinating Conservation of 
e Fuel and Utility Services —As 
a measure to conserve fuel, the Office 
of War Utilities sponsored a national 
conservation campaign, in the fall of 
1943. All fuel-using utilities joined in 
this campaign and devoted their adver- 
tising resources to the problem of fuel 
conservation. It is obvious that an in- 
tensified drive for fuel conservation 
will be necessary this fall. 

The Office of War Utilities has been 
active in furthering the establishment 
and retention of war time (daylight 
saving time the year round). This 
measure, which was adopted by Con- 
gress in January, 1942, has reduced 
peak loads in the country by about 1,- 
500,000 kilowatts and saved annually 
the generation of about 1,500,000,000 
kilowatt hours. This energy saving is 
equivalent to 1,000,000 tons of coal per 
year. 


ONCLUSIONS.—Frequent reference 
has been made in the foregoing 
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to the distinctive organization person- 
ality of the Office of War Utilities, and 
to the high caliber of the members of 
the staff. These achievements were 
very largely due to the leadership of 
Lieutenant Commander J. A. Krug, 
who served as the original Chief of the 
Power Branch and as Director of the 
Office of War Utilities until April 18, 
1944, when he left the War Produc- 
tion Board for active service in the 
United States Navy. Krug was per- 
sonally responsible for the recruitment 
of the staff and the establishment and 
execution of sound operating policies. 
Many individuals have participated in 
this work, and it is not possible here to 
describe the contributions of each. 
The important fact is that no war 
plant has ever been held up because of 
lack of service. Utility systems have 
provided all of the facilities needed by 
every factory and by every military and 
naval establishment. At the same time, 


they have carried their regular civilian 
loads. To do this, it has been necessary 
to increase installed capacity and to 
operate both old and new capacity at 
abnormally high load factors and for 
unusually long hours. 

Through improved design and engi- 
neering practice, through wide inter- 
connection and coordination of facili- 
ties, through unique resourcefulness in 
overcoming the countless handicaps 
which war conditions impose, the utili- 
ty systems have made good their pledge 
that service would never be too little or 
too late. By economizing to the limit 
in the use of materials, equipment, man 
power, and fuel, the job has been done 
without interference with the urgent 
military programs which depend for 
their execution on the same scarce re- 
sources. The employees and the man- 
agers of the country’s utility systems 
deserve the highest esteem of the na- 
tion for this remarkable performance. 





Postwar Chaos? 


«tP) 


URING the war the leaders of government, business, and labor may be 
able to maintain production through invoking war powers and 


stressing war needs and avoiding difficult solutions by temporary com- 


promises. 


“But as soon as the war is over, hatreds, fears, and prejudices now seeth- 
ing ‘under the surface will boil over into violent conflicts unless strong 
measures are taken to assert the dominance of the public welfare. 

“We shall see a struggle involving business managers exasperated and 
embittered by government regulation and labor control during wartime, 
labor organizations more powerful than ever before and anxious to use 
their strike-bound muscles millions of soldiers returning to their homes, 
convinced of their prior right to employment ahead of those who stayed 


at home and profited by the war.” 


—Donatp R, RICHBERG, : 
Former head, National Recovery Administration. 
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The Gas Industry in War 


The tremendously vital part it is playing in the 
greatest public effort that has ever been organized 
and maintained in this country. 


By ERNEST R. ACKER 


PRESIDENT, AMERICAN GAS ASSOCIATION AND PRESIDENT, CENTRAL 
HUDSON GAS & ELECTRIC CORPORATION 


FEW weeks ago a prominent mar- 
ket analyst called the gas util- 
ity industry “a war hero.” In 

my opinion the industry is not deserv- 
ing of such reference. As a matter of 
fact, it is inconceivable that any com- 
mercial enterprise could earn that dis- 
tinction. The only real war heroes are 
those who face the enemy or who in 
other ways place their lives on the line 
to preserve our way of life. However, 
the public utilities have an essential 
and vital job to do in support of the 
war effort. That they have done it 
magnificently so far and in a way that 
has saved many lives, I do not doubt 
for a moment. 

The gas industry is today a vital 
part of the greatest public effort that 
has ever been organized and main- 
tained in this country. The industry’s 
relationship to this effort is one of high 
responsibility as a necessary unit in a 
complex social, military, and industrial 
structure dedicated to the preservation 
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of freedom and the suppression of 
slavery throughout the world. I like 
to think of the millions of gas flames 
burning throughout our country as 
symbols of our determination to retain 
our freedoms and to add new ones. 

The current high operating rate of 
the gas industry shows the tremendous 
effect of the war. At present the indus- 
try is serving the largest number of 
customers in its history—a total of 
more than 19,400,000. Sales of gas for 
industrial and commercial purposes, in 
which category wartime use of gas is 
reflected, showed an increase in 1943 
of 53.6 per cent over 1939 which was 
the last year before the defense pro- 
gram took effect. 

It is particularly significant that this 
tremendous amount of additional busi- 
ness was handled with fewer employees 
and with very slight gain in capital in- 
vestment—indicating that little in the 
way of critical and strategic war 
materials was used to enlarge the gas 
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industry’s productive and distributing 
capacity. While total investment re- 
mained relatively stable, sales of gas 
per employee rose from 12,740 thou- 
sand cubic feet in 1939 to 18,111 
thousand cubic feet in 1942, an increase 
of 42.2 per cent. Gas industry em- 
ployees during this period dropped 
from 132,700 to 121,922, a decrease 
of 8.1 per cent. 


ucH has been said of the re- 
markable accomplishments of 
our manufacturing industries in 
changing overnight from peacetime to 
wartime production. In this connec- 
tion, I am impressed by the following 
quotation from the annual report of 
one of the New England companies : 

The accomplishment of the tremendous 
task of converting industry from peacetime 
to war production quite naturally attracted 
wide attention and acclaim. As a stockholder, 
you may have wondered why it was that the 
gas and electric industries shared in this 
public glory to a very minor degree. The 
reason is, of course, that your company, in 
common with most utilities in the country, 
was already prepared to meet increased 
demands for gas and power when our nation 
entered the war. 

There is nothing very spectacular or dra 
matic about being prepared and, therefore, 
the press and the public paid scant attention 
to the utilities. However, we take pride in 
the fact that we were prepared and that lit- 
tle of the industrial expansion could have 
been accomplished without adequate gas and 
electricity. 


Although the gas industry is highly 
integrated, it is nevertheless a com- 
plex undertaking with characteristics 
peculiarly its own. It cannot be advan- 
tageously considered as a whole with- 
out recognizing that it is a production 
business, a manufacturing business, a 
transportation business, a distribution 
business, a collection business, a mer- 
cantile business, a development busi- 
ness, and, finally, a business regulated 
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in the public interest. Consequently, its 
war task has been that much greater 
and has touched virtually every field of 
human endeavor. 

The war activities of the gas indus- 
try are kaleidoscopic in nature, rang- 
ing from questions of materials and 
supplies, production capacity, and man 
power to questions of conservation, 
curtailment, nutrition, etc., and even 
to mobilizing its resources to promote 
the victory garden idea! 


Bess soundness and adaptability of 
the gas industry have never been 
more clearly demonstrated than dur- 
ing the past few years when it has met 
every requirement of the war emer- 
gency without serious curtailment of 
supply for war production or essential 
civilian services. It has also made many 
collateral contributions to the war pro- 
gram. This performance, we submit, 
is the result of able and resourceful 
management as well as effective co- 
Operation with governmental authori- 
ties. Let’s examine the background. 

Through the instrumentality of the 
gas industry’s national trade organiza- 
tion, the American Gas Association, 
prompt and effective action in support 
of the defense and war programs was 
immediately forthcoming. We were 
fortunate in having on tap an organiza- 
tion which had had previous war ex- 
perience. As a matter of fact, the as- 
sociation was formed in 1918 for the 
primary purpose of concentrating all 
the gas industry’s energies toward 
winning the first World War. 

Even before the present war started 
in Europe, the association had set up 
its committee on national defense. For 
two years prior to the conflict, AGA 
headquarters had assembled material 
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that would prove helpful at some fu- 
ture date in view of the irresistible 
progress toward war. When war ac- 
tually became a reality, the association 
was in the enviable position of already 
being well prepared to serve the gas 
industry, having collected much valu- 
able information from sources abroad 
as well as in this country. As a matter 
of fact, we were among the first to of- 
fer the services and facilities of our in- 
dustry to the government departments 
concerned with national defense. 


HEN war came to America, all 

units of our industry, including 
the association, were transformed and 
converted in line with the special re- 
quirements of the emergency. The 
large committee on national defense 
gave way to a compact 7-man commit- 
tee on war activities which, through- 
out the war period, has been the top 
coordinating committee of the asso- 
ciation, charged with full supervision 
of the gas industry’s war effort. One 
of the first steps of this committee fol- 
lowing Pearl Harbor was to clarify 
the question of shut-off of gas service 
in dwellings during the period of air 
raid alarm or actual bombing. 

After considerable investigation and 
study, the American Gas Association 
published “War Protection of the Gas 
Industry”’—a book which has been 
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widely recognized as the “Bible” of the 
industry in matters pertaining to plant 
and personnel protection. Countless ex- 
periments were conducted by com- 
panies throughout the country to de- 
termine the best methods of protecting 
mains and services and for the rapid 
repair and restoration of service in 
case of damage. Prompt operating pro- 
cedures and new methods were per- 
fected for shutting off gas from broken 
mains. While we are thankful that 
these methods were not put to the test 
of actual bombing experience, none the 
less the industry was prepared for any 
eventuality. Recognition of the indus- 
try’s preparedness is evident in the 
selection of many gas companies to re- 
ceive the National Security Award 
presented by the Office of Civilian De- 
fense for “superior standard” of 
civilian protection. 


ence October, 1941, when the Office 
of Petroleum Coordinator (now 
PAW) was created, there has been 
maintained a continual liaison between 
the gas industry through its self-ap- 
pointed representatives and the Wash- 
ington agency under Secretary Ickes. 
It is a matter of pride that when this 
agency organized a natural gas section 
and divided the country into five geo- 
graphical divisions, it turned to the per- 
sonnel of this industry to head up these 


the tremendous effect of the war. At present the industry is 


serving the largest number of customers in its history — a 
total of more than 19,400,000. Sales of gas for industrial 
and commercial purposes, in which category wartime use of 
gas is reflected, showed an increase in 1943 of 53.6 per cent 


over 1939, which was the last 
gram took effect.” 
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various regions. These men did yeoman 
service in maintaining gas supply to 
strategic war plant areas. Among other 
noteworthy contributions of this co- 
Operative industry-government team 
was to show the present output and 
possibilities of manufacturing greater 
quantities of butane and iso-butane and 
thus provide basic data of value in 
planning for the increased output of 
synthetic rubber and aviation gasoline. 
Similar liaison has been maintained 
first with the Power Branch of the War 
Production Board and then the Office 
of War Utilities under the direction of 
J. A. Krug. The result of this mutual 
cooperation has been an integration of 
the activities of the industry in the 
production, transmission, and distribu- 
tion of gas, which was highly essential 
to the needs of the war economy and to 
the elimination of wasteful or nones- 
sential uses of critical materials. 


age proof of the essentiality of 
gas fuel was evidenced in the 
orders issued by the War Production 
Board the latter part of 1942, limiting 
certain uses of natural and manufac- 
tured gas. These orders prohibited 
new gas-heating installations in cer- 
tain critical areas and provided for 
steps to be taken to curtail gas con- 
sumption in time of threatened short- 
ages. 

Promptly thereafter the gas indus- 
try initiated a public educational pro- 
gram covering the conservation and 
curtailment of gas fuel in the home, the 
central features of which were two 
campaigns produced by the American 
Gas Association. The keynote of these 
was “Gas Is a Vital War Material... 
Use It Wisely.” The gas industry’s 
national advertising also emphasized 
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the need for conservation. Gas com- 
panies the country over, even those 
situated in territories where gas re- 
sources were more than ample to meet 
emergency needs, patriotically asked 
customers to stop all waste of gas and 
wherever possible reduce present con- 
sumption. This program resulted in a 
saving of millions of gallons of fuel oil 
in manufactured gas territories and 
was recognized by the Office of War 
Utilities as an outstanding industry ac- 
complishment. 

Consequently, when the volunteer 
National Seven-Point Conservation 
Program was initiated later to con- 
serve fuels, critical materials, and man 
power, the gas industry was well quali- 
fied by experience and past perform- 
ance to render effective support to the 
government’s program. A review of 
the industry’s participation to date in- 
dicates that practically all companies 
are promoting conservation through 
publicity, advertising, personal con- 
tact, and employee education. 


N addition to fuel and material con- 

servation, the man-power shortage 
received the industry’s prompt atten- 
tion. At the suggestion of the govern- 
ment, the personnel committee of the 
American Gas Association prepared 
lists of critical and essential occupations 
of the natural and manufactured gas 
branches of the industry for the use of 
the War Manpower Commission. The 
personnel committee had previously 
compiled such information for use of 
the Selective Service System. 

Operating at record levels with 
fewer employees per customer than 
ever before, many gas companies in- 
stituted longer working periods, 
switched to bimonthly or quarterly 
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Gas in War Emergency 


“—_ soundness and adaptability of the gas industry have never 
been more clearly demonstrated than during the past few years 
when it has met every requirement of the war emergency without serious 
curtailment of supply for war production or essential civilian services. It 
has also made many collateral contributions to the war program.” 





billings, simplified office procedures, 
meter reading, collections, and bill de- 
livery practice to effect reductions in 
man power. Customers were educated 
to make minor repairs themselves and 
appliance service operations were re- 
duced to a minimum. Women were 
hired wherever possible. 

The industry also rendered out- 
standing service to the war program 
through its active participation in gov- 
ernment-sponsored activities covering 
nutrition, fat salvage, preservation of 
foods, conservation of appliances, tires 
and motor vehicles, salvage of scrap 
materials, civilian defense measures, 


Red Cross, and War Bond drives. 


Ho service, the branch of the gas 
industry which represents the 
largest group of graduate home econ- 
omists in a single industry in the 
world, is credited with making a major 
contribution to community life and na- 
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tional welfare under wartime condi- 
tions. Complete codperation and aid 
were given the governmental programs 
of nutrition in the home and in in- 
dustry, conservation of foods, fuels, 
and appliances, and establishment of 
information bureaus to interpret and 
“sell” food rationing to the public. To 
this end, 12,000,000 customer contacts 
were made by home service personnel 
during 1943 alone. 


In the technical field, the manufac- 
tured gas industry at the request of the 
government has conducted extensive 
investigations in the use of various 
types of oil, including gasoline, for 
water gas enrichment, in the use of 
shorter runs and shorter time of oil 
contact in water gas production and in 
the possibility of increased production 
of light oils for war purposes. 

The natural gas industry has made 
notable advances in the integration of 
facilities, the development of under- 
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ground storage, the liquefaction of gas 
to provide increased storage in a 
minimum space to provide for winter 
peaks, and is now studying conserva- 
tion methods of production to conserve 
natural gas and produce a maximum 
amount of oil. 

Chemical developments in the natu- 
ral gas industry other than fuels are 
numerous and have made possible im- 
portant war contributions. Many of 
the products are used to a large extent 
as starting materials for the prepara- 
tion of still other chemical products. 
Among these are synthetic rubber of 
the Buna type. Natural gas is also an 
important raw material in processes for 
the manufacture of high explosives. 
Glycerine for the production of trini- 
troglycerine is another explosive raw 
material being made from natural gas. 
Natural gas hydrocarbons after con- 
version to the corresponding olefins 
can be used as the basic materials for a 
wide range of plastics. 

Both sections of the industry have 
adopted new gas meter repair tech- 
niques as a means of conserving tin 
vitally needed in the production of war 
materials and equipment. These and 
many other technical developments are 
ample evidence of the gas industry’s 
effectiveness in meeting war demands. 


N the commercial and industrial 

utilization field, the industry is 
making an important contribution 
through research and engineering 
service on the application of gas to war 
production processes. In addition, the 
sales engineers of the industry have 
promoted conservation of gas usage by 
commercial and industrial customers 
and have worked continuously with 
Army camps and military establish- 
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ments to improve distribution and 
utilization practices and reduce gas 
consumption. These sales groups have 
become in every sense a war service 
organization with every class of gas 
customer. They have carried the 
burden of interpreting to the general 
public the multiplicity of governmental 
orders and regulations covering gas 
service, have found practical means of 
meeting all essential needs of residen- 
tial, commercial, and industrial cus- 
tomers. 

Utilization of gas in Army, Navy, 
Marine, and Coast Guard camps de- 
serves special mention as the military 
organizations represent one of the 
largest consumers of fuel in the con- 
tinental United States. Each camp is 
equivalent in size and number of build- 
ings to a town or city. The aggregate 
of hundreds of camps containing 
thousands of buildings, each of which 
requires fuel for cooking, space heat- 
ing, water heating, refrigeration, or 
process steam, represents a fuel prob- 
lem of the first magnitude. The addi- 
tion of many of these mass fuel con- 
sumers to gas companies’ lines created 
special problems whose solution 
chalked up another achievement. A 
special committee on the use of gas in 
military and naval establishments was 
set up by the American Gas Associa- 
tion to handle these problems. 


USHROOMING of war housing in 

every industrial or war plant 
area also placed a strain on the facili- 
ties of many gas companies. Supply- 
ing gas for cooking, water heating, 
house heating, and refrigeration in 
many of these new-born communities 
was undertaken with marked success. 
As a contribution in this field, the 
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association compiled and published “A 
Study of Utility Services for War 
Housing,” indicating the weights of 
critical materials required with various 
combinations of fuel services in ac- 
cordance with the government’s War 
Housing Utilities Standards. This 
study was placed in the hands of re- 
sponsible government officials and 
proved of considerable value. 

As for the gas appliance and equip- 
ment manufacturers, even a super- 
ficial check will show that the great 
majority, if not all, have converted 
their plants, in whole or in part, to war 
work, 

Their contribution has been a sub- 
stantial one, whether in the form 
of specialized equipment or war plant 
industrial processes or the manufacture 
of munitions. 


eee the AGA Laboratories’ pri- 
mary peacetime purpose was the 
conduct of research and appliance test- 
ing for the gas industry, when war 
started it stepped out of its traditional 
role and rendered conspicuous service. 
For the past two years, the Labora- 
tories have been direct participants in 
the war effort through research, de- 
velopment, production, and testing of 
special war products. These opera- 
tions, in fact, form the major part of 
their activities and have for some 
time past. 


G “THE natural gas industry has made notable advances in the 
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ghia development and re- 
search work has been conducted 
by the Laboratories for the Army Air 
Force, Bureau of Ordnance, and the 
Navy. Ingenuity of Laboratories’ 
engineers has resulted in making avail- 
able to the armed forces a number of 
new devices for the control, regulation, 
and indication of various gases, 

The principal accomplishment was 
supplying the Army Air Force, under 
contract, with 25,000 automatic 
oxygen regulators for use in high- 
altitude flights where life depends on 
a constant supply of oxygen. These 
regulators have proved highly satis- 
factory and are now in wide use. 
More recently, extensive preparations 
have been made for the testing of 
quantity production of special equip- 
ment for the Bureau of Ordnance de- 
veloped as the result of extensive re- 
search. 

I have reserved for the closing por- 
tion of this necessarily sketchy account 
of the gas industry’s war record, the 
most spectacular and by all odds the 
most important achievement of the 
industry—direct application of gas and 
gas equipment to the fabrication of 
war weapons. 

It was no “secret weapon” that the 
gas industry brought to bear on the 
tremendous war production problem 
but long years of preparation, not for 
war, but for service in normal indus- 


integration of facilities, the development of underground 


storage, the liquefaction of gas to provide increased storage 
in a minimum space to provide for winter peaks, and is now 
studying conservation methods of production to conserve 
natural gas and produce a maximum amount of oil.” 
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trial markets. Modern gas heat-treat- 
ing furnaces which played so vital a 
part in our rearmament “miracle” 
were born in World War I, grew up 
in the twenties and thirties, and ma- 
tured in World War II. Three years 
of production of complex war ma- 
terials have brought about major 
changes in equipment for gas heat- 
treating which have built this neces- 
sary operation right into the produc- 
tion line, have afforded new techniques 
for heat application to limited surfaces, 
and have carried the science of heat 
application to a new high. 


HE development of metal treat- 
ment and melting equipment since 
the last war has been remarkable. It 
is vaster, more mechanized, efficient, 
flexible, rapid, and convenient. The 
gas industry has given America un- 
precedented time, temperature, and 
cycle precision, unsurpassed control 
over surface conditions, and metal- 
lurgical change. While it would take 
volumes to tell the complete story, a 
few examples will establish our point. 
The availability of gas-fired radiant- 
tube heating elements at the beginning 
of the war production period made pos- 
sible some spectacular innovations in 
furnace design. The size of controlled 
atmosphere furnaces for bright anneal- 
ing, clean hardening, and similar op- 
erations was no longer limited by the 
practical size of heat-resisting alloy 
muffles. As a case in point, a series 
of duplicate 200-foot furnaces for 
clean hardening armor plate sections, 
which went into production early in 
the defense period, have turned out an 
impressive tonnage of accurately heat- 
treated armor plate for combat ve- 
hicles, 
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One of the outstanding fields of ap- 
plication of the gas radiant-tube carbu- 
rizing furnace has been in the produc- 
tion of gears for automotive war equip- 
ment, including trucks, half tracks, 
jeeps, and tanks. The combination of 
radiant tubes and prepared atmos- 
pheres has also played a prominent 
role in war applications, notably in the 
production of seamless tubes for air- 
craft. 


HE adoption of convection gas 

heating has revolutionized the 
process of heat treating armor plate. 
Accuracy of gas heat treatment can be 
further illustrated by the notable per- 
formance of gas furnaces for high ex- 
plosive shells. Another distinct con- 
tribution to the war program was the 
successful application of industrial 
gas to the production of metallic mag- 
nesium. Others could be cited. 

Let me emphasize that no part of 
this record has been achieved as the 
result of some special or general ad- 
vantage to the gas industry itself. On 
the contrary, the record has been set up 
in spite of operating, maintenance, ex- 
tension, priority, and other difficulties 
that have increased in complexity and 
severity ever since the emergency came 
upon us. All this in face of the fact 
that the gas industry cannot, like other 
industries, be wholly converted from a 
condition of peace to one of war; for 
in addition to the vital part this in- 
dustry plays in the fabrication of the 
materials of war, we must, in the 
interest of public health, nutrition, and 
morale, maintain an uninterrupted and 
high standard of service to the civilian 
population, most of whom are engaged 
in war work in some form. This we 
have been able to do. 
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War Performance the Key 
To the Future 


The power industry, by its magnificent war effort, has 

won renewed confidence and respect on the part of 

the public and in government circles as well. It now 

has an opportunity to capitalize these gains by unity 

of action and purpose to work for industrial peace 
and welfare in the postwar years. 


By TOM P. 


\ , J =RE it not for World War II, 
the electric power industry 
might never have realized its 
fundamental strength. The capacity to 
take on unprecedented industrial loads 
without a falter, at the same time carry- 
ing expanded civilian demands, has no 
counterpart in our country. Over-all 
war production goals are now fairly 
well defined. Final requirements may 
not yet be determined, but rates of 
production, within the limits of avail- 
able man power and raw materials, 
have been established. Barring unfore- 
seen accidents or breakdowns that 
might affect limited areas, the power 
situation is assured. We have proved 
ourselves prepared beyond the normal 
call of duty. 
There are two factors underlying 
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this performance which should be 
emphasized. The first is the soundness 
of construction and operating policies 
developed through the years by busi- 
ness managers seeking to meet the serv- 
ice needs of a rapidly expanding econ- 
omy and never content with less than 
complete dependability. The second is 
the powerful forces which come into 
being when the industry codrdinates its 
efforts and puts its full strength behind 
a project. 


A to the first factor, it has been no 

easy task to continue to maintain 
the standards of service which we had 
evolved as worthy of our industry. 
With heavy-fisted demands for lower 
rate bases and with rates measured by 
30-inch yardsticks, there was every 








we we 








temptation to throw tried construction 
and operating policies overboard. An 
easy surrender to the demand for cheap- 
ness at the expense of dependability 
could have meant the difference be- 
tween complete preparedness and fail- 
ure to meet the test of war. As it was, 
when the emergency came, we were 
ready. We could not have been pre- 
pared in time had adequate reserves not 
been in place or planned well in ad- 
vance. The policy was not set up as a 
preparation for war, but was made by a 
business decision to supply a product 
upon which people could rely implicitly. 
Judgment trained in competitive marts 
foresaw the demands of people for 
adequacy and dependability as the first 
consideration. Engineers were given 
wide latitude to achieve this end. 

Considerable attention has been 
directed to the tremendous power proj- 
ects of the Federal government and 
their contribution to the war effort. 
These have been important, but not so 
significant as they have been made to 
appear by dramatic exploitation of vast 
quantities of concrete and great cost. 
Furthermore, they fall far short of the 
complete answer to the success of the 
power industry in the war. Since 1939, 
the last prewar year, additions to plants 
of business - managed companies, fi- 
nanced from peoples’ savings, exceeded 
additions to these tremendous Federal 
projects by 2,000,000 kilowatts. 

The Federal projects increased their 
output in 1943 as compared to 1939, 
21,300,000,000 kilowatt hours. The 


‘ business-managed companies increased 


theirs three times that figure or 64,- 
900,000,000 kilowatt hours. During 
1943, business-managed electric oper- 
ating companies generated more than 
81 per cent of the total energy from all 
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plants contributing to the public sup- 
ply. Yes, the industry has confirmed 
the soundness of maintaining high 
service standards backed up by ade- 
quate reserves. 


— great emphasis cannot be laid 
on the powerful force created 
through codrdination of the industry’s 
efforts. The job could not have been 
done by hundreds of operating systems, 
each taking care of its own area. There 
had to be an organized program to 
make the most of facilities already in 
place, lest the war effort be hampered 
by extravagant construction of un- 
necessary capacity, or the competition 
of zealous individual operators for 
critical materials and man power. The 
Office of War Utilities, manned largely 
by the industry, with trained person- 
nel which could not well be spared, 
furnished that codrdination. While 
every system has experienced fretting 
restraints, there is none who will not 
agree that the OWU has done an in- 
telligent and constructive task under 
very difficult circumstances. 

As a further guaranty that the in- 
dustry would not fail to meet the test, 
it set up the Council of Electric Operat- 
ing Companies by the most nearly 
unanimous support accorded any in- 
dustry activity in years. Through will- 
ing compliance with directives of gov- 
ernmental war agencies and through 
its own voluntary efforts, complete 
utilization of the industry’s facilities 
was accomplished. Thus was dem- 
onstrated again the tremendous 
strength that can be generated through 
coordinated action. 

We see all about us plans for de- 
veloping large public power projects 
with no relation to existing facilities so 
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Increase in Electric Power Output 


CC a. Federal projects increased their output in 1943 as compared 

to 1939, 21,300,000,000 kilowatt hours. The business-man- 

aged companies increased theirs three times that figure or 64,900,000,000 

kilowatt hours. During 1943, business-managed electric operating com- 

panies generated more than 81 per cent of the total energy from all plants 
contributing to the public supply.” 





recently proved by war, or to the ex- 
perienced managements that performed 
the modern miracle. Surely the mis- 
takes so glaringly exploited during the 
“whipping-boy” era have now been 
atoned. How in all good conscience can 
any power resource of this nation be 
brought to its highest purpose without 
the active codperation of those who 
have made the business their career? 
Must the mistakes of the past, with 
perhaps others even more tragic, be re- 
peated by new experimenters before 
we become alive to the necessity for 
peacetime coordination ? 


W: may thank our “lucky stars” 
that the responsibility for the 
planning of wartime power rested 
principally on those who had had years 
of experience in the practical operation 
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of power plants and facilities. Only 
those trained in a school where 
economy of money, men, and ma- 
terials was important could have pro- 
duced the highest result in an all-out 
war. Only those dedicated to a tradi- 
tion of dependable, ‘‘on-the-spot-when- 
needed” service could have set up the 
war record our industry has estab- 
lished. Yes, the war might be consider- 
ably prolonged if the men from the elec- 
tric operating companies located in 
Washington and throughout the nation 
were not planning and executing the 
program of the OWU. If power sup- 
ply had proved to be the bottleneck that 
some in government service predicted 
it would be, the war effort would now 
be seriously handicapped. Faith in 
long-established policies and patriotic 
cooperation by men of the industry see 














to it there is no bottleneck. Nothing 
short of the same wholehearted co- 
Operation can produce the maximum 
public benefit from future power de- 
velopments. 

There are two active fronts where 
such coordinated planning and opera- 
tion are particularly important from 
the standpoint of public interest. These 
are the extension of electric service to 
the farm and the orderly development 
of multipurpose dams. Not until the 
bitter and destructive campaigns now 
in progress are in some way har- 
monized will the public secure anything 
like just treatment. 

Born during the depression out of a 
desire to make work and at the same 
time improve the lot of the farmer, the 
principle of subsidizing electric service 
to the unserved farms of the nation is 
now an established policy of our na- 
tion. Much that is very unpleasant has 
been said and done by both sides of 
what has developed to be a bitter fight 
rather than a public benefit. As a mat- 
ter of fact, the program has done most 
for the farmer where there has been an 
intelligent codrdination of existing 
facilities with those to be built under 
government subsidy. In those areas 
where it has diverged widest from the 
purposes of the act, and as a conse- 
quence created the greatest dissension, 
it has failed most miserably. The 
problem of extending electric service to 
rural areas needs the same enlightened 
codperative treatment that the war pro- 
gram has received. Until some such a 
movement gets under way, the public 
interest will continue to be abused. 


RF” the moment, the “glamor girl” 
of the power world is the multi- 
purpose dam. Astronomic quantities of 
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concrete and kilowatt hours, seasoned 
with promises of flood control and 
social advancement, have caught the 
public fancy. Whether or not we sub- 
scribe to the blandishments that at- 
tempt to justify the TVA and the tre- 
mendous public works of the North- 
west, they have been sold to the ma- 
jority of the people of the United 
States. This majority may not always 
think as it now does, for some day 
there must be a casting up; but until 
there is a definite change in sentiment, 
we must expect further development of 
public power under the umbrella of 
multipurpose projects. 

Furthermore, projects already in- 
stalled must continue to operate. To 
destroy existent public power projects 
is no more justifiable than for the Fed- 
eral government to destroy private 
power operations. No public good can 
come from the destructive controversy 
that rages around these Federal proj- 
ects. There may be no grounds im- 
mediately at hand on which to com- 
promise the opposing concepts of the 
functions of government, but certainly 
there is sufficient business judgment in 
government and in the power industry 
to devise in the meantime some work- 
able codrdination of these power facili- 
ties. If neither has the courage or the 
foresight to bring about this codpera- 
tion, the public should rise and demand 
it. 

The power industry has an oppor- 
tunity to direct the abilities demon- 
strated during the war effort to the 
solution of these two important prob- 
lems if it will but seize it. Some day a 
wise coordination of the power facili- 
ties of publicly and privately owned 
systems will be accomplished. Short of 
complete preémption of one by the 
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other, this codrdination can only ma- 
terialize from a cooperative program. 
The sooner some common approach is 
found, the sooner the public good will 
be served. The business-managed 
power industry, long schooled in public 
activities, with a passion for service, 
and skilled in management and opera- 
tion, owes to the nation a continuance 
of its wartime cooperative effort to the 
end that peacetime problems might also 
be solved. Just as leading technicians 
from all branches of the business ral- 
lied to the war program, so should they 
now with equal zeal and patriotism de- 
vise cooperative programs for rural 
electrification and the utilization of by- 
product power from multipurpose 
dams. Further postponement is utterly 
wasteful. The industry has been re- 
miss in not getting to it sooner. 


Ov dare not pursue the analogy too 
far, but how like we are to Gulli- 
ver as he lay prostrate, bound by 
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myriads of tiny threads spun over him 
while he sleeps. Can you ever forget 
your childish wonder that one so strong 
and capable could have been held in his 
tracks by such frail chains? Perhaps 
our chains are not all so frail, but many 
are of our own forging — natural 
products of disunity, fear, indifference, 
and provincial points of view. Once 
these few are untangled, we may well 
have gained a free arm to apply to plans 
for even a higher standard of public 
service for the nation. More than ever 
before the situation requires the cumu- 
lated experience and judgment of those 
trained in the business during the past 
half century. We have a challenge to 
direct our new-found strength to the 
demands of the future. With added 
confidence in tested operating policies, 
and inspired by an outstanding war 
performance, achieved through codp- 
erative effort, may we take up that chal- 
lenge and pursue it with zeal and en- 
thusiasm. 





Recognition of Utility War Service 


Although government regulations do noi, for technical reasons, per- 
mit the award of the Army and Navy “E” for Excellence to public 
utilities engaged in civilian public service, several other awards have been 
earned by a number of public utility companies in the United States. The 
National Security Award, established to “recognize superior organiza- 
tion for plant protection and security,” has been granted to a considerable 
number of utility companies, including all the operating companies of 
the Bell telephone system, by the U. S. Office of Civilian Defense. 

Two electric utility companies, serving the coastal cities of San 
Diego, Califorma, and Miami, Florida, respectively, have recewed the 


S. Navy citation for meritorious wartime service. 


The San Diego 


award was made to the San Diego Gas & Electric Company last year. 
In special services held to honor the Florida Power & Light Company 
in Miami on February 1, 1944, Rear Admiral W. R. Munroe, then com- 
mandant of the Seventh Naval District, summed up the important part 
of the wartime job which that utility has done in the strategically im- 
portant state of Florida with the words, “W. "here we called for power we 
got the power and not—thank God—alibis.” 
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The War Calls Go Through 


A moving demonstration, says the author, of that 


great army of soldiers of the public service, a mo- 
bilization mustered not by government order or mil- 
itary fiat, but by the rich tradition of devotion and 
loyalty which dwells in the heart of every man and 
woman who is a soldier of that gallant army. 


By CHARLES F. MASON 
PRESIDENT, UNITED STATES INDEPENDENT TELEPHONE ASSOCIATION 


ow that the tension and antici- 
N pation of the European in- 
vasion or liberation has been 
relieved to some extent, it is permis- 
sible, perhaps, to consider some of the 
work, plans, and deeds that went into 
the critical war period which preceded 
that historic event of a bare month 
ago. 

The true and complete story, how- 
ever, of the telephone industry’s par- 
ticipation in the war effort cannot be 
told now and may never be told. There 
are three reasons why: 


(1) The telephone industry does 
not seek special credit or recognition 
for what it regards as its plain duty 
to the national defense and welfare; 
(2) the job is not done yet by any 
means; (3) obvious reasons of mili- 
tary security. 


But we can talk a little about people 
—telephone people, who have remained 
at their posts on the home front and in 
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the fighting areas to see that war calls 
get through. 

We hear every day of sacrifices— 
some heroic and spectacular, some 
routine and long-suffering, and some 
taken for granted. The last-named 
classification would probably include 
the performance of thousands of tele- 
phone employees who have worked 
long hours, foregone week-ends and 
important holidays such as Christmas 
and New Year’s, who have stayed up 
all night on short notice during fires 
and floods and sleet storms so the rest 
of us can continue to enjoy uninter- 
rupted service. 

Offhand, this may seem a small 
thing compared with the doings of 
the heroes in the foxholes. But when 
we stop to think that it has been go- 
ing on for years, in peace and war, 
and will continue to go on, it com- 
mands our wholesome respect. These 
telephone operators, linemen, and other 
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workers are truly the modern soldiers 
of service. Their devotion to duty is 
more than ever important during this 
critical period when public utilities of 
all classes must bear the double burden 
of serving the war effort as well as 
the normal civilian demand. 


W: may well be impressed also by 
the intelligent planning for such 


peak-load periods as can be antici- 
pated. A chart of the tremendous in- 
crease in telephone conversations in 
continental United States during the 
past two and a half war years as com- 
pared with preceding years, clearly 
shows that there has been a double 
burden—a burden of war traffic— 
superimposed on top of the normal 
load. (See chart, page 50.) 

Exact statistical breakdown of war 
traffic, as compared with what might 
be called normal traffic, would prob- 
ably be difficult to determine even if 
it were permissible to divulge such 
figures. But the total rise in telephone 
conversation on both the Bell system 
and Independent lines clearly tells the 
story—war is on the wires. 

The advent of war, despite the best 
planning by the best brains in the tele- 
phone industry, brought peak loads and 
other operating problems which could 
not possibly have been anticipated. 
For example, take that generally 
pleasant Sunday afternoon of Decem- 
ber 7, 1941, which has since gone 
down as one of the blackest days of 
our national history. It was still 
eleven o’clock in the morning in San 
Francisco. The telephone operators in 
that city were handling a normal traffic 
of transpacific calls to our various pos- 
sessions, including the Philippines, the 
Hawaiian islands, and from thence to 
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other points in the Asiatic waters, in- 
cluding Tokyo. 


.’ was early in the morning in the 

seemingly peaceful city of Hono- 
lulu, served by the Mutual Tele- 
phone Company, a member of the In- 
dependent telephone industry. Normal 
Sunday morning traffic along this 
route is relatively modest. Suddenly, 
there came from Honolulu the electri- 
fying message that the Japanese had 
bombed Pearl Harbor. In a matter of 
minutes it was on the radio broadcast- 
ing stations. Immediately a tidal wave 
of calls swamped the San Francisco 
exchange. Shortly after that, just 
about every other telephone exchange 
in the United States and Canada was 
similarly swamped. 

These calls varied from attempts by 
friends, neighbors, and relations to 
pass on the news, to tragic efforts of 
some on the mainland to communicate 
with their loved ones in the Hawaiian 
islands. Naturally, of course, there was 
a tremendous ground swell of military 
and official communication; demands 
from the press and radio and other 
news-gathering agencies for more de- 
tails. 

Within a half hour after that first 
message broke, thousands of telephone 
operators all over the country appeared 
voluntarily at their switchboards, It 
was the same with male technicians, 
testers. They knew they would be 
needed. It was unnecessary to sum- 
mon them. Without a word they 
canceled their plans for a Sunday 
afternoon of recreation and quietly 
but quickly began to arrive in increas- 
ingly large numbers at their posts of 
duty. 

Here, indeed, was a moving demon- 
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Future of Telephone Industry 


Ge HE Independent [telephone] industry . . . will spend millions of 
dollars making its subscribers forget that there ever was a mo- 
ment’s delay in getting a new telephone or changing an old one. Yes, 
there are bright and happy days ahead when it will be possible to have a 
telephone in every room in the house, any color the subscriber desires, and 
dozens of other special features and special services which have always 
characterized the promotional spirit of this most promising industry.” 





stration of a great mobilization of that 


modern army of soldiers of the public 
service—a mobilization mustered, not 
by government order or military 
fiat, but by the rich tradition of de- 
votion and loyalty which dwells in the 
heart of every man and woman who is 
a soldier of that gallant army. 


HE Pearl Harbor disaster found 

the telephone industry of the 
United States organized pretty well in 
other respects under plans prepared 
months in advance by the Army Signal 
Corps. 

Information centers had been set 
up at key points so that aircraft 
warning organizations could be swung 
into action upon immediate notice. 
Parallel lines were already in place in 
our coastal and border areas to protect 
our war industry cities and military 
and naval establishments from the 


dangers of surprise bombardment. 
Such surprise bombardment might well 
have crippled our war effort at the out- 
set if the enemy had had the determi- 
nation, resourcefulness, and facilities 
to follow up the Pearl Harbor attack 
with further bombing activity on the 
mainland. 

True, these attacks never material- 
ized, but it would be a grave mistake 
to say that such precautions were in 
vain or unnecessary. On the contrary, 
it might well be that the principal de- 
terring element was the enemy’s knowl- 
edge that once the initial shock of Pearl 
Harbor had passed, America was or- 
ganized and alert with her communi- 
cation facilities prepared for any 
emergency, and that she had the 
ability to strike back and vigorously 
defend her home front. 

Such was the fruit of precise and 
careful plans which had been worked 
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out to the last detail by telephone men 
sitting at tables and desks with Army 
and naval officers in Washington, New 
York, Los Angeles, and other key 
points. Within two hours after the 
Jap attack, lines which had been built 
but dead for many months sprang into 
activity at a given signal. Mobile tele- 
phone circuits were set up and rolling 
over the countryside. The day after 
Pearl Harbor, thousands upon thou- 
sands of messages between military 
personnel were being handled in and 
out of telephone exchanges over cir- 
cuits which had not existed twenty-four 
hours before. 


O VER radiotelephone circuits, Amer- 
ica talked with our brave citizens 
defending the Philippine islands up to 
the point of surrender. Over similar 
circuits out of Washington, the State 
Department and the Executive offices 
talked, and are still talking, with 
European, African, and Latin Amer- 
ican capitals and other cities of our 
Allies—exchanging the tremendously 
important day-to-day messages which 
gave diplomatic birth to, and shaped up 
in full fighting form, the victorious 
combination which has come to be 
known today as the United Nations. 
In Washington, D. C., alone, served 
by the Bell system, a veritably new 
city of communication facilities has 
been built on top of the already 
elaborate and modern telephone facili- 
ties which the nation’s capital had be- 
fore the war. The Pentagon building, 
largest office building in the world, 
which houses the U. S. Army brain 
work and paper work, is a city in itself. 
Rendering phone service to the Pen- 
tagon is especially complicated by the 
fact that it lies in Arlington county, 
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Virginia, across the broad Potomac 
river from the city of Washington 
proper. This naturally meant extra 
engineering problems in terms of cable 
work. And it was just one of the jobs 
in Washington which the telephone in- 
dustry took in its stride. 

Likewise, our great Independent 
telephone industry has responded in a 
number of areas to the special needs 
of the armed forces in establishing 
facilities for camps which literally had 
to be constructed overnight. It is 
roughly estimated that over 100 central 
station switchboards, serving from six 
to seven times as many locations, have 
been installed and operated by Inde- 
pendent telephone companies through- 
out the United States for Army instal- 
lations alone. 


HE Carolina Telephone & Tele- 
graph Company, with home of- 
fices at Tarboro, North Carolina, is 
typical of the manner in which Inde- 
pendent telephone companies _ re- 
sponded to the call of the armed forces 
for prompt, adequate, and complete 
war service. Here was a company al- 
ready heavily involved, at relatively 
great expense, in the installation of 
facilities to handle toll traffic which 
had become very heavy in that area— 
even before America went to war. 
Some government officials are 
known to have expressed concern 
over the possibility that this one com- 
pany might be committing itself be- 
yond its financial resources to take care 
of relatively temporary traffic condi- 
tions. Yet, on top of that, the Caro- 
lina Telephone & Telegraph Com- 
pany installed and operated extensive 
facilities entirely for such military 
establishments as Camp Branch and 
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Camp Davis, the Quartermaster Mar- 
ket Center at Fayetteville, and the 
Maxton Army airfield. Fortunately, 
the operating experience of this com- 
pany indicates that the valor of its 
management will eventually be eco- 
nomically vindicated. 

Another Independent, the Peninsula 
Telephone Company of Tampa, 
Florida, has its area practically honey- 
combed with military establishments of 
various kinds. Likewise the Home 
Telephone Company of Fort Wayne, 
Indiana, is serving an airfield, an ord- 
nance depot, and an Army air camp, 
all of impressive proportions. This is 
in addition to handling the swollen 
war traffic of the important industrial 
city of Fort Wayne. 


N the West, Associated Telephone 
Company, Ltd., California Water 
& Telephone Company, and several 
other Independents throughout Pacific 
coastal and Gulf regions are perform- 
ing similar service for numerous air- 
fields, depots, camps, and so forth, in 
California, Texas, and New Mexico. 
Reasons of military security forbid the 
description of the nature and caliber of 
these installations and, in some in- 
stances, even the identification of their 
locations. 

But the fact is that they were built 


q 


I 


when the country called for them by 
an industry that did not hesitate a 
split second to invest heavily in facili- 
ties carrying a high degree of war risk, 
and which in most instances will be 
eliminated after the war. 

Obviously, the great telephone 
manufacturing industries, both Belland 
Independent, have had to play their 
component parts in supplementing 
these war activities of the operating 
telephone companies. In addition, they 
have expanded their operations for di- 
rect production of defense and combat 
matériel to such an extent that the 
making of normal telephone plant 
equipment has fallen off to a fraction of 
their work and has to a large degree 
been terminated altogether in order to 
conserve critical materials for such di- 
rect war production. 

Out of the laboratories of these 
manufacturers have come marvels of 
electronic improvement which will 
make postwar communication better 
than ever in a nation which always did 
have the best and cheapest telephone 
service in the world. We read in the 
war news of the miracles performed by 
radar, based on years of research and 
experimentation in electronics by many 
of the leading scientists in the United 
States and England. A few years ago 
such marvels were unbelievable. 


e 


“Topay the principle of radar has been employed not only for 
its sensational aircraft warning and aid-to-navigation charac- 
teristics, but for numerous artillery and other combat chores 


which cannot for obvious reasons be described. Precision 
items, ranging tn size from a 10-cent piece to a medium tank, 
have been turned out and sent to war by the telephone manu- 
facturing industry. And from all reports from the fronts, 
these products are doing their jobs well and spreading defeat 


and dismay to the enemy.” 


33 
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i he cia the principle of radar has 
been employed not only for its 
sensational aircraft warning and aid- 
to-navigation characteristics, but for 
numerous artillery and other combat 
chores which cannot for obvious 
reasons be described. Precision items, 
ranging in size from a 10-cent piece 
to a medium tank, have been turned 
out and sent to war by the telephone 
manufacturing industry. And from all 
reports from the fronts, these prod- 
ucts are doing their jobs well and 
spreading defeat and dismay to the 
enemy. 

It was early in March, 1942, that 
the Chief Signal Officer of the Army 
voiced the need of a telephone line for 
military purposes to connect the United 
States with Alaska. First a prelimi- 
nary survey was ordered to determine 
the feasibility of such a project. Then 
a reconnaissance was made by an of- 
ficer of the Chief Signal Office from 
Edmonton (Canada) to Fairbanks 
(Alaska) along the then - proposed 
Alaska-Canadian highway. It was de- 
cided that a telephone line was practi- 
cal and that the type of construction 
should be such as to provide the maxi- 
mum number of communication chan- 
nels with a minimum number of physi- 
cal circuits. Today that line—the 
longest single telephone line in the 
world—is an accomplished fact. It 
links our great territory of Alaska for 
purposes of military security and war 
communications to the mother country 
of continental United States. 

The newspapers have already car- 
ried numerous stories of the heart- 
breaking physical task of stringing this 
wire through hundreds of miles of 
wilderness, Arctic temperatures, baf- 
fling muskeg. It was a job well done by 
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the Army Signal Corps with equip- 
ment made in America—the same kind 
of equipment, for the most part, which 
goes into ordinary long-distance tele- 
phone service. 


URTHERMORE, a great proportion 
of the enlisted and commissioned 
personnel of this same Army Signal 
Corps (as well as the Army Engineers, 
and of course the Navy and Marine 
Corps) are drawn from the ranks of 
the telephone industry. Many of the 
boys who were running drop wire 
right around the old home town in the 
United States only a couple of years 
ago are now doing the same thing to- 
day on the shell-torn fields of Italy, 
Normandy, and in the Pacific areas. 
The telephone industry at home has 
gotten along without them as best it 
could. The number of blue stars which 
are totaled on the red-bordered service 
flags of the Bell and Independent in- 
dustries combined throughout the 
United States is in the neighborhood of 
60,000 and still increasing. The num- 
ber of golden stars is already in the 
hundreds and, unfortunately, they also 
will increase until the day of final vic- 
tory and peace. 

Back home the industry has called 
on oldtimers who had retired to come 
back. Inside office workers are 
“doubling in brass.” Legs stiffened 
with age or lack of practice have once 
more donned spurs and climbed poles. 
Somehow the industry is carrying the 
double burden on the home front with 
less man power and overextended 
woman power. 

But the thought and hope which 
spurs us all on is the day when the old- 
timer and stay-at-home fellow such as 
this writer can welcome the khaki- 
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clad and blue-clad youngsters back to 
their old jobs which are waiting for 
them. When that happy day arrives, 
the telephone industry has great plans 
for the youngsters and the older em- 
ployees alike—plans to build the big- 
gest and best communications service 
for the best and bravest public on 
earth. 


y= the telephone industry, includ- 
ing both Bell and Independent 
branches, has postwar plans—plans for 
the time when the bright torch of pub- 
lic service can be handed over to the 
eager and gallant youth returning to 
civilian employment. It has plans to 
reward a patient and sporting public 
which has put up with some necessary 
inconveniences during the war. These 
inconveniences, such as the inability of 
companies in some areas to take on new 
civilian subscribers without delay, 
stem from the need to conserve ma- 
terials and man power required in the 
total mobilization of the nation’s re- 
sources for the war effort. The result 
has been a shortage in available tele- 
phone instruments and, in some areas, 
a shortage in central office and outside 
plant capacity—shortages incurred in 
carrying out the limitation orders and 
otherwise cooperating with the great 
work of the Office of War Utilities of 
the War Production Board. 

Inability to spare materials or man 
power for customary maintenance and 
expansion of plant facilities has also re- 
sulted in many telephone companies 
3 skimping along as best they can until 
the day of peace and plenty returns. 
Right now the telephone industry is 
proud to “make do” and skimp because 
it means more punch for our boys 
across the seas. It is proud of its abil- 


ity to render normal or ever-so-near 
normal service despite these physical 
limitations. It is proud to do without 
frills and fresh paint, so to speak, for 
the time being. For such a cause, as the 
old song goes, “it ain’t no sin, to take 
off your skin, and dance around in your 
bones.” 


B™ the telephone industry has no 
intention of letting its plant slide 
down the hill or go without the most 
scrupulous attention one minute long- 
er than necessary. For this reason it 
has accumulated a vast backlog of 
work to be done when there are willing 
hands to do it. Responsible officials 
of the Bell system have estimated that 
that organization will spend as much as 
a billion dollars for the rehabilitation 
and expansion of that system in the 
immediate postwar period. It has al- 
ready announced plans for the build- 
ing of 6,000 to 7,000 miles of coaxial 
cables suitable for transmitting hun- 
dreds of telephone conversations, as 
well as television programs, over a sin- 
gle pair of conductors. It has also al- 
ready announced experiments for ra- 
dio relay of telephone messages over a 
series of booster towers between New 
York and Boston. 

The Independent industry likewise 
will spend millions of dollars making 
its subscribers forget that there ever 
was a moment’s delay in getting a new 
telephone or changing an old one. Yes, 
there are bright and happy days ahead 
when it will be possible to have a tele- 
phone in every room in the house, any 
color the subscriber desires, and dozens 
of other special features and special 
services which have always character- 
ized the promotional spirit of this most 
promising industry. 
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Financial News 


Federal versus Local Claims for 
Utility “Tax Spoils” 


eee 1937 Federal taxes levied 
against the utility industry have in- 
creased 44 times. The total in 1943 ex- 
ceeded the amount of dividends taken by 
common stockholders by 63 per cent. 
(Dividends have dropped $43,000,000 
since 1940.) 

The city of Detroit some time ago had 
the idea of diverting some of this stream 
of taxes away from the Federal Treasury 
into the municipal coffers. This origi- 
nated in an attempt by the city in 1942 to 
have the company refund customers $8,- 
000,000 (later changed to a $4,000,000 
refund and a reduction in rates of 25 
per cent). The Michigan Public Service 
Commission turned down the city on both 
points, holding that rates were reason- 
able, despite the fact that the city had 
enlisted the aid of the OPA. The city 
appealed to the courts on the question 
whether excess profits taxes should not 
be excluded from operating expenses in 
determining rates. The supreme court of 
Michigan in a 4-to-3 decision has re- 
versed the public service commission on 
this point. 

Meanwhile, to make sure the money 
stayed in town, the city imposed a 20 per 
cent tax on gross revenues. While the 
ordinance was passed November 30th, it 
was intended to be effective retroactively 
for the calendar year 1943, and there- 
after ; and a number of suburbs followed 
Detroit’s example by passing almost 
identical ordinances in December. The 
company immediately contested these 
taxes in the courts, and did not include 
them in its 1943 income account. It is 
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not clear exactly how much the tax would 
amount to on the company’s total rev- 
enues of $88,731,211, but probably it 
would have been substantially in excess 
of the total amount paid in Federal in- 
come taxes, $14,500,000. The case is 
still in court. 


i Be Michigan Supreme Court held 
in the rate case appeal that the state 
commission “completely ignores its dis- 
cretionary authority to exclude those 
items of public utility operating expenses 
which place an undue burden on the con- 
sumer.” In other words, the court took 
the position in effect that Federal taxes 
are an excessive burden on the consumer 
and that even though the utility stock- 
holder is hurt in the process, the consum- 
er should be relieved. 

The Michigan commission, bowing to 
the court, has advised all utilities in the 
state paying Federal taxes that they may 
be liable to rate adjustments. 
asked these utilities to estimate 1944 ex- 
cess profits taxes, but this they have re- 
fused to attempt. Detroit Edison has 
asked the court for a rehearing. 

As between the two methods of “re- 
lieving” the utilities of their excess 
profits tax payments, the companies are 
said to favor first a temporary “refund” 
to customers, and second a rate reduction 
(which would help increase their sales). 
But here another Federal agency — the 
Office of War Utilities—appears in the 
picture. It doesn’t want to see consump- 
tion of electricity stimulated by rate cuts, 
but it probably won’t object to the cuts 
themselves. 

An ironic feature is that Prentiss 
Brown, formerly head of the OPA 
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(which supported the city of Detroit in 
its first moves), has now become chair- 
man of the Detroit Edison Company. 

Meanwhile, other cities have taken 
their cue from Detroit. The Cleveland 
city council has ordered a rate reduction 
of $1,200,000. (The company may ap- 
peal to the state commission.) Cincin- 
nati is making a similar move. North- 
western Electric has been ordered by the 
state commissioner to make cash refunds 
of $310,000 to its Oregon customers as 
-@ “an emergency rate reduction.” Georgia 
it’ Power Company was ordered to cut 
rates by over $1,000,000 (effective June 
1, 1944). Public Service Electric & Gas 
has just taken a $5,000,000 cut, and New 
Jersey Power & Light’s rate cut (under 
a “profit-sharing” plan) has been de- 
scribed in this department. 

Recent news reports indicated that the 
Treasury Department had finally taken 
notice of the local diversion of Federal 
taxes and might protest, particularly in 
view of patriotic demands at this time 
for Federal funds to support the in- 
creased war effort. However, Secretary 
Morgenthau has issued a statement that 
the department does not wish to be con- 
sidered as giving even tacit approval to 
the suggestion being made in some 
quarters that utility rate reductions 
should not be put into effect because of 
the resulting loss of Federal revenues. 
@ (See page 52.) 


¥ 


Two Columbia Gas & Electric 
Plans 


— Gas & ELectric presented 
an integration plan to the SEC at 
the June 15th hearing. This was the sec- 
ond plan, the first (filed some five years 
ago) having been turned down by the 
commission. During the intervening 
| period Columbia had taken several steps 
in conformity with the act, such as the 
sale of investments in Michigan Gas 
Transmission Corporation and Indiana 
Gas Distribution Corporation to Pan- 
handle Eastern Pipe Line Company in 
1942, and liquidation of Columbia Oil & 
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Gasoline in 1943 (proceeds of both pro- 
grams being used to retire bonds and 
bank loans). The plan currently pro- 
posed by the corporation is as follows: 
I. The preferred, preference, and 
common stocks of the corporation will 
be converted into a single new class of 
common stock. 


II. The common stocks of Dayton 
Power & Light Company and the Cin- 
cinnati Gas & Electric Company will 
be distributed pro rata to the holders 
of the new common stock (after the 
Union Light, Heat & Power Company 
has been acquired by the Cincinnati 
Company, and adjustments made in 
the capital structures of those com- 
panies). 

III. The amount of the debentures 
now outstanding will be reduced by the 
use of such cash as the system may 
properly spare, plus any proceeds re- 
ceived from the disposition of the Cin- 
cinnati, Newport & Covington Rail- 
way Company and Ohio Fuel Supply 
Company (a minor subsidiary oil com- 
pany). The remaining debentures 
will then be refunded on a serial or 
sinking-fund basis. 

IV. The commission would decide 
the question of retainability of the 
outlying Atlantic Seaboard and Home- 
Binghamton gas properties. 


The company has not yet developed a 
formula for apportioning the new stock 
among the three present classes of stock, 
but is initiating detailed studies to de- 
termine fair rates of exchange, which 
will then be embodied in a formal plan 
to be filed later. 


. CorPoRATION, statutory “par- 
ent” of Columbia because of its 
19.6 per cent holdings of common stock, 
has opposed the above plan and pre- 
sented its own ideas. Available cash and 
proceeds from sale of minor properties 
would be used to retire debentures. 
Columbia’s interest in Union Light, 
Heat & Power Company, Miami Power 
Corporation, and West Harrison Elec- 
tric & Water Company, Inc., would be 
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donated to Cincinnati Gas & Electric 
Company and the interest in Miami De- 
velopment Company to Dayton Power 
& Light Company. Common stock hold- 
ings in Cincinnati Gas & Electric and 
Dayton Power & Light would then be 
distributed among Columbia’s preferred 
stockholders to satisfy a portion of their 
claims. Counsel for United Corpora- 
tion opposed Columbia’s plan for con- 
version of its present stocks to an all- 
common basis because the attempt at 
reclassification might “involve long- 
drawn-out expensive proceedings.” He 
also suggested integration of Columbia’s 
gas properties in the Pittsburgh area 
with those of Philadelphia Company and 
Consolidated Natural Gas Company. 

W. R. Nowlin of the SEC staff asked 
for immediate divestment of the two big 
electric properties, Cincinnati Gas & 
Electric and Dayton Power & Light, but 
counsel for Columbia contended that the 
company would not assent to divest- 
ment unless it was part of a plan. 

Meanwhile, Columbia’s effort to dis- 


pose of its transit company, Cincinnati, 
Newport & Covington Railway Com- 
pany, to Bayou Interests, Inc., has been 
enjoined by the owner of 155 shares of 


stock. a ah | 


: 
Depreciation — Will NARUC 


Reconsider? 


HE theories and rules on deprecia- 
tion developed by the public service 
commission of New York continue to be 
a highly disturbing factor to some of the 
largest utility companies, which come 
under its jurisdiction. Niagara Hudson 
Power’s merger - recapitalization plan 
was disapproved in January, principally 
because it did not provide for increasing 
the consolidated system depreciation re- 
serve by some $65,000,000, in order to 
meet the requirements of a retroactive 
straight-line system of depreciation ac- 
cruals. This question has been appealed 
to the courts for determination. 
The so-called straight-line theory of 
depreciation accruals became a “popular 
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number” among regulatory authorities 
in sympathy with New Deal philosophy 
following publication of the NARUC 
report on depreciation in 1943. The New 
York commission, while apparently not a 
member of NARUC, went “whole hog” 
in applying the straight-line idea—prop- 
ably further than NARUC intended 
to go. 

The views of the SEC, awaited with 
interest, were expressed by Chairman 
Ganson Purcell in his statement before 
the NARUC committee, March 8, 1944. 
After praising the report, said: 

The depreciation reserve under the 
straight-line method builds up more rapidly 
in the earlier years and indeed throughout 
the life of the enterprise than it does under 
the interest methods. Accordingly, the use 
of the straight-line method tends to reduce 
risks for investors. Furthermore, the direct 
financial effect of the larger straight-line 
reserves aS compared with compound in- 
terest reserves is to reduce the amount of 
securities that would otherwise be outstand- 
ing against the assets of the enterprise 
throughout its life. These are important ad- 
vantages. They signify more conservative 
financial policy than has frequently prevailed 
in the past. We, therefore, believe that the 
change-over to straight-line depreciation ac- 
counting will afford a greater protection of 
the financial integrity of public utility com- 
panies and thereby strengthen their credit 
standing. 


However, after citing the objections of 
the Edison Electric Institute committee 
to “unduly abrupt” methods of changing 
over to the straight-line method, Mr. 
Purcell emphasized that the NARUC re- 
port did not necessarily advocate arbi- 
trary readjustment of reserves, Adjust- 
ments should be made “with due regard 
for what is equitable and feasible under 
all of the circumstances of the individual 
case. .. . Our commission has taken into 
account the fact that there has been a 
substantial change in thinking as to 
proper depreciation practices both on 
the part of the industry and the regula- 
tory authorities. Accordingly, we have 
tended to require a gradual rather than 
an abrupt change-over to straight-line 
depreciation. More important defects 
have been eliminated and where it has 
not been feasible to obtain an ideal 
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financial structure immediately, provision 
has been made for the transition to that 
goal over a period of years.” 


rR. Purcetyt then referred to the 
fact that many depreciation re- 
serves have recently been growing rapid- 
ly, owing to the application of the stand- 
ard 15 per cent ratio provided in many 
bond indentures. With revenues in- 
creasing and maintenance work handi- 
capped in some cases by material short- 
ages, charges for depreciation have been 
abnormally large, and this has materially 
improved the financial position of the 
utilities without burden to the security 
holders or consumers. He pointed out 
that reserves had increased from 10.8 per 
cent of plant account in 1937 to 15.5 per 
cent in 1942, and that annual deprecia- 
tion and amortization charges had in- 
creased nearly $100,000,000 or 40 per 
cent during the same period. 

Mr. Purcell indicated that the indus- 
try’s fears regarding unfair retroactive 
regulation were not justified by a fair 
reading of the report, and suggested that 
the committee extend its analysis of the 
change-over problem to indicate certain 
principles to cover various types of situ- 
ations. There are some indications that 
the committee intends to do this. 

The action of the New York commis- 
sion in the Niagara Hudson Power Case 
was such as to justify the worst fears of 
the industry. In 1942 Niagara Hudson 
Power system had a depreciation reserve 
amounting to 12.3 per cent of fixed capi- 
tal, and in 1943 this increased to 14.2 
per cent. Allowing for additional write- 
offs of $32,000,000 in line with commis- 
sion ideas, and the proposed $65,000,000 
increase in the reserve, the ratio would 
have been increased to 27.5 per cent. 
Elimination of nondepreciable items such 
as land would make the figure still 
higher, 

Obviously, the commission’s theories 
(which largely followed the testi- 
mony of an expert witness) constituted 
the kind of “abrupt change-over” which 
the Edison Institute feared and which 
Mr. Purcell considered inadvisable in 


most cases. It is hoped, therefore, that 
the courts will examine the matter with 
great care and also that NARUC will 
give further attention to clarifying this 
important phase of the depreciation 
problem. 

The public service commission of New 
York has also “tightened up” its depre- 
ciation accounting rules along other 
lines. Last November it amended the 
uniform system of accounts with respect 
to charging off property retirement 
losses. A formula was set up for charg- 
ing part of each loss to income or sur- 
plus, instead of to the depreciation re- 
serve. 

This part relates to the difference 
between the actual balance in the reserve, 
and the balance which would have been 
accrued in the reserve if the reporting 
company had always followed deprecia- 
tion reserve accounting. This rule was 
apparently modeled on a practice of the 
ICC with respect to railroads, which, 
however, was explained by the fact that 
until recently most of the railroads had 
not been charging depreciation on way 
and structures. If such a rule were gen- 
erally applied to all utilities, the present 
rapid increase in depreciation reserves 
(as a percentage of property account) 
would be still further accelerated, and 
bond indenture requirements might pro- 
hibit readjustments in the rate of ac- 
crual. Thus current earnings might be 
substantially understated. 


T is perhaps fortunate for the war ef- 
fort that the major difficulties of the 
utilities are accounting and financial 
rather than operating; but it is obvious 
that sooner or later, unless investors’ in- 
terests are given some consideration, 
utility efficiency will decline. It is quite 
possible that efficiency might be sharply 
increased in the postwar period, to take 
advantage of wartime improvement in 
engineering practice, if capital were 
readily available. Instead it appears like- 
ly that the utilities will follow a policy 
of capital retrenchment because of the 
continual and unreasonable attacks on 
their financial structure. 
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INTERIM EARNINGS REPORTS 


End of 12-month Period 
Period Last Prev. Inc. % 
Electric-gas Holding Companies 


American Gas & Elec. Consol. ........ Mar. $2.23 $2.07 
American Water Works Consol. ...... Mar. 54 


Parent Co. Mar. 12 15 D20 

Columbia G, & E. Consol. ...........- Mar. 30 45 D33 
Com. & Southern (pfd.) Consol. ...... Apr. 8.00 7.89 1 
Elec. Bond & Share (pfd.) Parent Co. Dec. 4.55 4.26 7 
Elec. Pr. & Lt. (1st pfd.) Consol. .... Dec. 8.23 10.69 D23 
Eng. Pub: Service Consol. ...:53..5.05 Apr. 1.79 1.25 44 
Federal Lt. & Trac. Consol. ........+. Mar. 1.74 1.64 6 
’ Parent Co. Dec. 1.70 §=1.43 19 

L. I. Lighting (pfd.) Parent Co. ...... Mar. 4.36(c) 4.84(c)D10 
Middle West Corp. Consol. .......... Dec. 1.21 1.14 6 
Parent Co. Dec. 59 56 6 

Net. Pr. & Lt. Consol. ......000000: Dec. 80 76 5 
Niagara Hudson Power Consol. ...... Mar. noe oe -Dal 
North American Co. Consol. .......... Mar. 1.86 1.71 9 


Parent Co. Mar. 1.29 1.24 4 
Nor. States Pr. (Del.) (pfd.) Consol. Mar. 5905 603" “Dl 
Ogden Corp. Parent Co. ...........44. Dec. .20 16 25 
Public Ser. Corp. of N. J. Consol. .... Mar. % as is 
Std. Gas & Elec. (pr. pfd.) Consol. ... Dec. 12.12 12.04 1 
United Gas Improvement Parent Co. .. Mar. .23 46 D50 
United Lt. & Rys. Consol. .......0000. Dec. 1.49(b) 2.17. D31 


Electric-gas Operating Companies 






Bist TISGINOEN -oosis Sis 0s 68S '6 5 éiss'o sees Mar. 218 201 4. 
Central Illinois E. & G. ..........006- Mar. 1.90 Ss es 
Commonwealth Edison Consol. ....... Mar. 1.77 1.78 D1 
Cari tot er OWED bic kccie ois sie oeeioeaie Apr. 2.65 2.54 5 
Cons. Edison N. Y. Consol. .......... Mar. 1.68 1.65 2 

Parent Co. Mar. 1.55 Lao: DS 
Cons. Gas of Balto. Consol. .......... Mar. 4.33 4.13 5 
Delaware Power & Light ............ Mar. 1.03 1.05 2 
Pe Sa Cr On au ot (ery (ol ee Dec. 2.36 2.56 D8 
Detroit Edison Consol. ........2eece0- Apr. 1.42(a) 1.30 9 
Houston Lighting & Power .. sca, DE. 4.89 5.67 D114 
PASM ROWED certs sie 'o: 66 sinic 5. '<'818:5 sie aioe he Apr. 2.09 1.91 10 
Indianapolis P. & L. Consol. .......... Mar. ZOD 26 D3 
Pacific Gas & Elec. Consol. .......... Mar. 220 220 2 
Philadelphia Blecttic ......0000000008 Mar. 1.33 154 Dis 
Public Service of Indiana ............ Apr. 188 191 D2 
Public Service of Colorado ........... Aug. 268 2.60 3 
San Diero Gasde Ble, occcecccesesss Mar. 98 89 10 


Southern California Edison Consol. ... Mar. 1.37 150 DB 


Gas Companies 


Amer, Lt Trac. Consol... <6. 66090: Mar. 1.31 1.64 D20 
Brooklyn Union ‘Gas i600. sccsec ce Mar. 2.26 i ey an 
Consolidated Natural Gas ............ Mar. 3.30 ae $s 
El Paso Natural Gas Consol. ......... Apr. 3.68 3.65 1 
Lone star Gas: CONSOL, © .5.506008' 055008 Mar. 83 74 12 
Oklahoma Natural Gas .............. Apr. 282 326° Dis 
Pacific Lighting Consol. .............. Mar. 366 328 12 
Peoples Gas Lt. & Coke Consol. ...... Mar. 5.20 645 D19 
Southern Natural Gas Consol. ........ Mar. 1.81 1.81 ret 
United Gas Corp. (1st pfd.) Consol. .. Jan. 17.45 1731 cf 
Washington Gas Light .............. Apr. 2.02 2.07 D2 





Three months ended March 31st. 
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Last 


25 
59 
45 


28(d) .34(d)D22 
(06(d) 12(d)D50 
22° «41 D46 


06 
‘45 
1.98 
44 


46 
73 
1.17 
28 


50 
77 


19 
77 
1.61 
77 
1.52 
4.85 


3-month Peried 
Prev. 


B70. ss me 
American Power & Lt. (pfd.) Consol. Dec. 8.51 — m.. $1.70 $3.46 


32 
3.93 
56 


08 
‘44 
2.10 
A2 


45 
74 
1:18 
25 


33 
55 


25 


79 


71 
1.94 
5.46 


_ D—Deficit or decrease. (a) No provision made for liability under Detroit municipal tax (in litigation) 
which might reduce earnings substantially. (b) Assuming dissolution plan of United Li 


Light 
consummated (to be appealed to Supreme Court). (c) After income appropriations for amortization. (d) 


Power is 


Inc. % 
D51% 
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D85 
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A Salute to Public 
Service 


Capacity versus Power Load* 


Bee the watchful eye of the Office 
of War Utilities and with the full 
cooperation of operating electric power 
companies, the nation has witnessed a 
staggering new high for noncoincidental 
peak load during the war emergency, 
without expanding generating capacity all 
out of proportion with best estimates 
of demand in the postwar period. This 
is shown clearly in the chart below, pre- 
pared from figures compiled by OWU. 
It shows that capacity has increased 
from 30,200,000 kilowatts in 1937 to 45,- 
541,000 kilowatts in 1944, an increase 
of approximately 50 per cent, whereas 
peak load in 1937 was 23,132,000 kilo- 
watts as against an estimated peak load 
of 41,000,000 kilowatts in 1944, an in- 
crease of approximately 77 per cent. In 


its attempt to maintain an adequate ca- 
pacity reserve and at the same time hold 
to a minimum the excess after the war, 
OWU has calculated capacity of both 
fuel and hydro plants, allocating to hydro 
generators only that which they would 
produce under adverse water conditions. 

Figures for the period from 1937-1944 
follow, with capacity given first and 
peak load second: 1937—30,200,000, 
23,132,000; 1938—31,700,000, 23,713,- 
000; 1939 — 32,808,000, 26,205,000; 
1940 — 34,324,000, 28,052,000; 1941— 
37,360,000, 31,686,000 ; 1942 — 40,406,- 
000, 33,121,000; 1943—44,052,000, 37,- § 
252,000; 1944 — 45,541,000, 41,000,000 
(estimated peak may be much lower.). 

*Major (Class I) utility systems; includes 
96-97 per cent of the total. 


CAPACITY OF MAJOR ELECTRIC UTILITY SYSTEMS IN THE UNITED STATES 
COMPARED WITH PEAK LOAD 
(Expressed in millions of kilowatts) 





)Milowatt Capacity 
(under adverse 
hydro Conditions) 
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United States Power Load before and 
During the War* 


HE chart below demonstrates the 
tremendous job which electric utili- 
ties had to perform in order to meet the 
staggering increase in demand for 
power to turn the wheels of the nation’s 
war plants and supply all other in- 
creased demands for energy to the ex- 
tent permitted by government rules. 
The chart shows that in 1937, 115,972,- 
000,000 kilowatt hours were consumed; 
by 1941, the first real year of war pro- 
duction, this had risen to 162,316,000,- 
0CO. The estimated consumption for this 
year is 225,000,000,000, nearly twice as 
much ‘as the amount consumed in the 
prosperous prewar year of 1937. Figures 
for other years follow: 1938—111,168,- 
000,000; 1939 — 124,824,000,000; 1940 
—140,948,000,000; 1942—183,497,000,- 
000; 1943 — 215,086,000,000. 
While it is difficult to estimate pre- 
cisely the war load, there are defi- 


nite guides which lead to fairly reliable 
figures. Using these guides, about 15 per 
cent of the total load in 1941 was ap- 
plied to the war effort; in 1943, 45 per 
cent went to the war effort; and in 1944 
the amount is expected to be about the 
same, although it may vary from 40 per 
cent upward, depending upon war devel- 
opments. The real peak of production 
was reached in the latter part of 1943, but 
still more energy will be consumed this 
year than last year because heavy usage 
is being generally maintained. In addi- 
tion to the 1944 OWU estimates, the 
Federal Power Commission estimates 
unofficially that 50,000,000 more kilowatt 
hours will flow into production from in- 


_ dustrial plants producing their own en- 


ergy. 


*Major (Class I) utility systems; includes 
96-97 per cent coverage of kilowatt hours. 


ENERGY FOR LOAD SUPPLIED BY ELECTRIC UTILITY SYSTEMS IN THE 
UNITED STATES 


(Expressed in terms of billions of kilowatt hours) 
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WAR TIME REDUCES ELECTRIC PEAK LOAD CURVES FOR TYPICAL 
DECEMBER DAY 
(Millions of kilowatts) 
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WU is strongly in favor of continu- 
ing war time. It is opposing bills 
in Congress which would turn the clocks 
back an hour to standard time. The 
reason for the OWU attitude is shown 
in the above chart. OWU claims that on 
a typical December day in 1942 and in 
1943, a 1,500,000-kilowatt reduction 
was effected in peak load. The total sav- 
ing in 1943 is estimated at 1,600,000,000 
kilowatt hours and slightly less than that 
in 1942, 


JULY 6, 1944 44 


This chart was prepared as supporting 
argument before congressional commit- 
tees holding hearings on the “standard 
time” bills. To avoid confusion, the 
amount saved by war time in 1942 is 
not shown because the 1941 peak over- 
laps the 1942 peak and would detract 
from the clarity of the picture. All of 
the savings were effected by reducing the 
early evening peaks. This, in spite of the 
fact that war time slightly increased 
the morning peaks. 








A SALUTE TO PUBLIC SERVICE 
The Gas Industry and the War 


} pave severe shortages of materials 
and man power, the gas industry 
could well look upon the calendar year of 
1943 as a great accomplishment. While 
essential civilian services in the home and 
elsewhere were maintained, gas facilities 
were expanded to increase the output of 
gas fuel needed by industry to meet every 
requirement of the war emergency with- 
out curtailment of supply. 

Nearly 20,000,000 customers, to be ex- 
act—19,450,000, were being served with 
gas at the end of 1943—an increase of 
1.9 per cent over the preceding year, The 
manufactured gas branch of the operat- 
ing utility industry (including those com- 
panies serving “mixed” gas) was serv- 
ing 10,696,000 customers, while the natu- 
ral gas branch of the industry was serv- 
ing 8,754,000 customers. 

The accompanying charts clearly show 


how the increasing amount of gas sold 
by both branches of the industry during 
recent years was not accompanied by any 
corresponding increase of industry reve- 
nues collected from the general public. 
This is especially true of the natural gas 
industry whose services were tremen- 
dously expanded to meet the special re- 
quirements of the nation’s war effort. Es- 
timates of the former National Re- 
sources Planning Board released early in 
1943 indicated that the nation’s strate- 
gically important synthetic rubber pro- 
gram would require a degree of consump- 
tion of natural gas (for the single pur- 
pose of expanding production of carbon 
black) which might well exceed all resi- 
dential uses of natural gas. 

Basic figures illustrated in the charts 
for the years 1937 through 1943 are 
shown on the following page. 


COMPARATIVE REVENUE AND SALES OF MANUFACTURED GAS 
IN PUBLIC SERVICE IN THE UNITED STATES 
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COMPARATIVE REVENUE AND SALES OF NATURAL GAS IN 
PUBLIC SERVICE IN THE UNITED STATES 


Jndustrial 


Commercial Natural Ga 
ecoc| Lonates y! _ 


Natural Gas 


Source: American Gas Association 


Total Sales of Revenue from Te manufactured gas industry also 


Natural Gas Natural Gas : : : 
(Billions of (Millions of showed an increase in sales during 


cubic feet) dollars) recent years without a corresponding in- 
1937.. 1.318 crease in revenue, although the difference 
1938... 1.214 was not so marked as in the case of natu- 
1939.. 1,332 ral gas, The following tabulation from 
gl — statistics of the American Gas Associa- 
1942.. 1.767 tion shows growth of revenue and sales: 
1943.. 1,983 Manufactured Manufactured 
Out of 1,983,487,000 cubic feet of a2 ae 
natural gas sold in the United States in cubic feet) dollars) 
1943, 1,314,300,000 cubic feet were sold 
for industrial purposes as compared with 
505,488,000,000 cubic feet sold for do- 
mestic use, including house heating. 
Commercial use accounted for 163,699,- 
000,000 cubic feet. 
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Out of a total of 481,000,000,000 cubic for house heating, 57,086,000,000 for 
feet of manufactured and mixed gas sold commercial use, 116,968,000,000 for in- 
in 1943, 214,941,000,000 cubic feet were dustrial, and 4,036,000,000 for miscella- 
sold for domestic service, 88,741,000,000 neous purposes. 





Progress of Rural Electrification 


6 bee chart below is intended to ice to other rural homes incidental to ex- 
show for the first time a true rela- tensions to regular farms. 

tionship between the number of farms The figures show that at the end of 
electrified with central station service by 1943 only 76.8 per cent of the REA-con- 
REA-financed systems, as against those nected customers were actually farm cus- 
served by non-REA systems, principally tomers. The REA farm figures in the 
private utilities but including other serv- chart are based upon the Census Bureau’s 
ice agencies such as municipalities. In definition of a farm, which is any agri- 
the past some statements and figures re- cultural operation conducted on a tract 
leased on the subject have been confusing of three acres or more or any operation 
and have included as REA “farm serv- conducted on a smaller tract which pro- 
ice” great numbers of homes served asa duces $250 per year in agricultural com- 
result of acquisitions in rural communi- modities of any kind. 

ties up to 1,500 or more which already The figures used to prepare the chart 
had been receiving service, and also serv- were obtained from the REA, the Edi- 


RELATIVE PROGRESS OF RURAL ELECTRIFICATION THROUGH REA 
AND NON-REA AGENCIES 


. LP ; Total Number Farms in United States 6,096,799 ‘ 
(1940 Census) 
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son Electric Institute, and the Bureau of 
the Census. To avoid confusion as to 
varying total farms in different years, 
only the farm census of 1940 (the most 
recent available), which listed 6,096,799 
farms in the United States, is used. Cen- 
sus Bureau has no official figures on the 
present number of farms in the nation, 
but estimates that, if anything, the num- 
ber is smaller than it was in 1940, because 
many farm people have moved into cities 
to take war jobs and many have gone into 
the services. As a result, there has been 
a certain amount of farm consolidation. 
The probability is that the total acreage 
is about the same or greater than it was 
in 1940. 


N 1935, when REA was created and be- 
fore it had opportunity to get its pro- 
gram under way, there were 788,795 
farms in the nation receiving central sta- 
tion service from private utilities and 
other service agencies, or approximately 


Number of farms in the U. S.!.............. 

Farms electrified by REA-financed systems? 

Farms electrified by private utilities and other 
(principally municipalities) service agencies 

Farms electrified by other service agencies 
(principally municipalities) 

Total farms served’ 


Number of farms in the U. S.!.............. 

Farms electrified by REA-financed systems? 

Farms electrified by private utilities and other 
(principally municipalities) service agencies 

Farms electrified by other service agencies 
(principally municipalities) 

Total farms served? 


13 per cent of total farms in the United 
States—based on the 1940 Census Bu- 
reau figures. 

The number of farms electrified in- 
creased rapidly each year, and in 1943 
reached a total of 2,556,212, or approxi- 
mately 42 per cent of the total farms. Of 
the 2,556,212 farms, REA has electrified 
834,851, or 32.6 per cent, while private 
utilities and other service agencies have 
electrified 1,721,361 farms, or 67.4 per 
cent of the total farms electrified. Pri- 
vate utility service constitutes more than 
90 per cent of the non-REA farm exten- 
sions. 

It is generally conceded that the very 
existence of REA has influenced, to some 
extent, further efforts of private utilities 
to make extensions into farm areas. The 
chart and figures show that REA has 
been considerably outdistanced in these 
extensions by the private utilities even 
since 1935. 


The tabulation follows: 


1935 
6,812,350 


1936 1937 1938 1939 


75,298 338,603 
788,795 1,042,370 1,225,816 1,331,281 1,447,397 


554 15,689 


788,795 1,042,924 1,241,505 1,406,579 1,786,000 
1940 

6,096,799 
525,129 


1,544,630 


1941 1942 1943 


784,520 834,851 
1,701,710 1,594,8314 


eo 126,530 
2, 486, 230 2,556,212 


715,644 
1,636,959 


2,069,759 2,352,603 


1 As reported by U. S. Census of 1935 and 1940. 


2 As reported by REA borrowers. 


8 As published in Edison Electric Institute statistical bulletins as of December 3lst of 


each year. 
4 Number served by private utilities only. 





How the Utility Dollar Is Divided 


“a posi operating revenues of privately 
owned Class A and Class B elec- 
tric utilities were more than $800,000,000 
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greater in 1943 than in 1937, as revealed 
by compilations made by the Federal 
Power Commission. Higher operating 
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Source: Federal Power Commission compilations. (For details see tabulation below.) 


expenses and taxes took all of the in- 
crease and net operating revenues were 
actually $27,000 less in 1943 than they 
were in 1937. The chart above shows the 
disposition of gross operating revenues 
for each of the years from 1937 through 
1943. 

Since 1937 taxes have gone up about 
118 per cent, and operating expenses 
have risen about 41 per cent. Deprecia- 
tion and amortization allowances in- 
creased slightly; net operating revenue 
dropped slightly. Thus, while the war has 
sharply boosted revenue, net return to 


1937 1938 1939 


Gross operat- 


security holders has decreased. The same 
trend is shown for the first quarter of 
1944, compared with the same period in 
1943 and 1942. Electric operating rev- 
enues were 13.8 per cent higher in the 
first quarter of 1944 than in 1943 and 4.9 
per cent higher in the first quarter of 1943 
than in 1942. Taxes for the first three 
months in 1942 were 23.7 per cent of rev- 
enues ; in 1943, 24 per cent ; and in 1944, 
24.2 per cent. Stock dividends fell from 
14.1 per cent of revenues in the first 
quarter of 1942 to 11.9 per cent in 1944. 
The figures follow (000 omitted) : 


1940 1941 1942 1943 


ing revenue. $2,157,277 $2,168,670 $2,271,360 $2,403,712 $2,621,480 $2,759,555 $2,963,068 


Operating ex- 
penses 


Depreciation & 
amortization 


928,628 930,252 


212,865 
305,428 


223,540 
319,122 


Net operating 
revenue .... 


710,356 695,755 


957,284 


243,178 
343,195 


727,703 
49 


1,013,190 1,125,000 1,181,738 1,310,934 


256,395 
397,400 


274,912 
512,029 


285,809 
616,606 


295,624 
665,132 


736,727 709,537 675,402 683,749 
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Progress of American Telephony 


HE telephone industry of the United 

States, including both the so-called 
Bell system companies controlled by the 
American Telephone and Telegraph 
Company and the American independent 
telephone industry, have established an 
enviable record for serving more people 
at less cost with constantly improved 
service than any other country in the 
world. Indeed, the total number of tele- 
phones which can be interconnected in 
public service in the United States is es- 
timated at more than 26,000,000 sub- 
scriber stations in 1943 for both the Bell 
and independent industries, or approxi- 
mately double the number of telephones 
in 1925. 

Of equal interest, however, is the in- 
creasing use to which the telephone is be- 
ing put, especially under the stress of 
wartime conditions. The chart below 
shows the steady growth in annual tele- 
phone conversations from less than 
twenty-five billion calls in 1937 to ap- 
proximately thirty-one and a third billion 
calls in 1943. 


Astonishing also is the increase in the 
average taxes paid per telephone to Fed- 
eral and local governments. This figure 
had risen from approximately $9 per tele- 
phone in 1937 to $17.55 per telephone 
in 1943. The revenue of the Bell system, 
on the other hand, did not increase pro- 
portionately. From little more than $1,- 
000,000,000 in 1937, Bell system revenue 
increased to $1,680,000,000 in 1943. 

Much of the increase in telephone 
traffic is due to the impact of the war, es- 
pecially in the matter of long-distance 
conversation. In 1935 the Bell system 
had handled approximately only 35,000,- 
000 long-distance calls. In 1943 it han 
dled nearly 150,000,000. 

The chart on page 51 shows the con- 
stant reduction in the cost of long-dis- 
tance service to the American people, tak- 
ing an average station-to-station rate for 
a 3-minute call between the 25 largest 
American cities. (Average air-line dis- 
tance 937 miles.) The rate had dropped 
from $7.17 in 1916 to $2.10 in 1943. 

And this was only in the “station-to- 


COMPARATIVE GROWTH OF TELEPHONE TRAFFIC, INDUSTRIAL REVENUES, 
AND TAXES PAID FOR THE BELL SYSTEM 


per 


1937 1938 1939 


1940 


1941 19421943 


Source: Annual reports of the American Telephone and Telegraph Company 
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station” classification. Similar reductions 
have been made in various other classes 
of service, including person-to-person 
calls, Sunday calls, and the charge for 
“overtime.” The evening rate has been 
lowered and the hours extended. 

The Federal Communications Com- 
mission, since its establishment in 1934, 
has been working constantly with the 
telephone industry in a successful effort 
to bring down the cost of interstate tele- 
phone service as much as possible. A dol- 
lar spent today, compared with what it 
would buy in 1916, would bring the aver- 
age American consumer 28 per cent less 
food, 35 per cent less clothing, 40 per 
cent less house furnishings, but 216 per 
cent more long-distance service. 


HE Federal Communications Com- 

mission estimates that altogether 
$90,000,000 in reductions have been made 
in various classes of interstate telephone 
service since 1935, and this would even 
amount to as much as $200,000,000 if 
based on 1934 rates and giving due con- 
sideration to the increased volume of 
business. 

Reductions in local exchange rates 
have also been made in recent years but 
less spectacularly because of the peculiar- 
ities of telephone economics which result 
in increased operating expenses with the 
increased amount of subscriber stations 
and switchboard traffic, which in turn in- 
creases, of course, the value of the serv- 
ice to the individual subscriber. 


COMPARATIVE TREND IN TELEPHONE TOLL CALL COSTS AND COST OF 
LIVING IN THE UNITED STATES 
(1923-25=100) 
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Olds’ Confirmation Delayed 


cTION on President Roosevelt’s renomina- 
tion of Chairman Leland Olds of the 
Federal Power Commission, whose term ex- 
pired June 23rd, was deferred until July 6th 
by a Senate Interstate Commerce subcommit- 
tee on June 19th. 

A reported half-million dollar “fee” to Cur- 
tis Dall, first husband of the President’s 
daughter, was said to have figured in the deci- 
sion, which will leave the agency temporarily 
without a head, 

Olds also has been under fire in some quar- 
ters of Congress for alleged Communistic 
sympathies. His appointment by Mr. Roose- 
velt in 1939 was assailed as a political pay-off 
to the American Labor Party of New York. 

Members of the 5-man subcommittee, head- 
ed by New Deal Senator Wagner, Democrat 
of New York, were inarticulate. The post- 
ponement was voted in an executive session, 
notice of which was not given to the press. 
Other members of the subcommittee are Sen- 
ators Tunnell, Democrat of Delaware; John- 
son, Democrat of Colorado; Moore, Republi- 
can of Oklahoma; and Hawkes, Republican of 
New Jersey. 

Dall, former son-in-law of the President, 
was president of the Tennessee Gas & Trans- 
mission Company, which was sold to a Chi- 
cago corporation after the Tennessee Company 
had obtained an FPC ruling permitting it to 
build a natural gas pipe line from Texas to 
West Virginia. 

The Chicago corporation obtained a loan in 
excess of $40,000,000 from the Reconstruction 
Finance Corporation to build the line which is 
now under construction. A Standard Oil 
(New Jersey) subsidiary, which had proposed 
to build the line with its own money, was 
turned down by the FPC in favor of Dall’s 
concern. 

The Tennessee Company submitted to the 
FPC a projected balance sheet which carried a 
$1,000,000 item for attorney’s fees and other 
expenses, one-half of which was said to be in 
payment for Dall’s services. The Senate sub- 
committee was reported desirous of inquiring 
further into this transaction. 


Treasury Neutral on Rates 


HE Treasury Department has no intention 
of opposing reductions in utility rates to 
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avert adverse effects on Federal revenues, Sec- 
retary Morgenthau declared recently. He made 
the statement, he said, to contradict “an im- 
pression created by recent press articles.” 

“The department,” Mr. Morgenthau said, 
“does not wish to be considered as giving even 
tacit approval to the suggestion being made in 
some quarters that public utility rate reduc- 
tions should not be put into effect because one 
result would be a loss of Federal revenue, par- 
ticularly through reduction or elimination of 
Federal excess profits taxes. 

“Public utility rates are under the jurisdic- 
tion of public regulatory bodies, usually state 
public service commissions, set up for the pur- 
pose of protecting the public by seeing to it 
that the rates charged are reasonable. The re- 
sponsibility is theirs, and if the setting of rea- 
sonable rates results in the Federal govern- 
ment collecting less excess profits taxes, the 
Treasury Department is prepared to accept 
that result.” 


Power Consumption below 
WPB Estimates 


ONSUMPTION of electric power has shown a 
steady decline and in view of the outlook 
for production cutbacks this year is expected 
to drop still further, it was reported recently. 
Demand for power for May and June, for 
example, declined more than War Production 
Board estimates. While officials refused to re- 
lease tentative figures, they did say that cur- 
rently the drop in consumption is “more than 
anticipated.” 

The 44,132,500 kilowatts of dependable fa- 
cilities estimated for this year compares with 
the Federal Power Commission’s figure of peak 
demand of last December of 37,060,061 kiio- 
watts and an April, 1944, demand of 35,851,358 
kilowatts. Actually energy consumed has de- 
clined from December at about the same rate. 

This year’s expansion was tentatively fixed 
at 1,500,000 kilowatts and next year’s at 500,000 
kilowatts or less. 


FPC Approves Rates for 
‘Limited Time 
HE Federal Power Commission on June 
19th announced its order approving rates 
and charges in a power sales agreement to con- 
tinue in effect until July 1, 1949, or until six 
months after the present war, whichever is 
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earlier, between the Southwestern Power Ad- 
ministration, Tulsa, Oklahoma, and the Texas 
Power & Light Company, Dallas, Texas, for 
the sale of electric energy produced at the 
Denison dam project on the Red river, Okla- 
homa-Texas, to the Texas Power & Light 
Company. The power sales agreement, dated 
May 3, 1944, was filed for FPC approval by 
the Acting Secretary of the Interior on May 
. _ as required by Executive Order No. 

The agreement is expressly designed to meet 
existing war emergency conditions without es- 
tablishing a permanent policy in respect to the 
disposition of electric power and energy of the 
government. In its order last month the FPC 
finds that the agreement provides for the dis- 
posal of the electric energy generated at the 
Denison dam at rates which, “although not or- 
dinarily appropriate for this type of project, 
may, so long as only one generating unit is in- 
stalled, substantially reimburse the government 
for the annual costs allocable thereto.” 

Under the terms of the agreement, Texas 
Power is to pay 5 mills for primary energy and 
24 mills “on-peak” and 1 mill “off-peak” for 
secondary energy, with a reduction to 2 mills 
for primary energy under certain conditions. 
The company is to lower rates to certain classes 
of customers and certain war customers by an 
amount which the Acting Secretary of the In- 
terior estimates will reach approximately 
$400,000 a year. 

The power plant at the Denison dam is de- 
signed primarily for operation to provide 
power capacity, with an initial installation of 
two generating units aggregating 70,000 kilo- 
watts of capacity and an ultimate installation 
of five generating units aggregating 175,000 
kilowatts of capacity. Appropriate rates for 
electric power generated at the project should 
accordingly include both demand and energy 
charges, the order stated. 

However, it added, because of war restric- 
tions on materials and labor, only one generat- 
ing unit of 25,000 kilowatts of capacity had 
been installed. The commission’s approval is 
expressly limited to the sale of energy gen- 
erated by the existing unit during the specified 
term of the power sales agreement and will 
terminate when the second unit is installed. 

The agreement provides, in substance, for 
delivery to Texas Power of 30,000 kilowatts of 
primary power capacity and 10,000,000 kilo- 
watt hours of primary energy a month and all 
available secondary energy not otherwise dis- 
posed of. It reserves 5,000 kilowatts of pri- 
mary power capacity for sale to Southwestern 
Power Administration’s customers in Okla- 
homa and provides for more under certain con- 
ditions. The agreement further provides that 
in order to utilize all available water at the 
Denison, Norfork, and Grand River dams, and 
to coordinate fully their operation, the gov- 
ernment’s right is reserved to fulfill its com- 
mitments by delivery into the company’s sys- 
tem from Norfork or Grand river projects. 


Supreme Court Grants Plea 


TS United States Supreme Court, in its 
final term before the summer recess, 
granted a request by Otis & Co., Cleveland, 
that it review a rule announced by the Securi- 
ties and Exchange Commission regarding the 
treatment of securities of public utility holding 
companies forced to liquidate under the Hold- 
ing Company Act. 

Otis & Co, based its protest on the action 
of the SEC in approving a liquidation plan of 
United Power & Light Company, a Delaware 
holding concern. The plan called for distribu- 
tion of assets to preferred and common stock- 
holders on the basis of 94.52 per cent and 5.48 
per cent, respectively. 

The appeliant firm argued that the SEC’s 
decision failed to follow a rule of “absolute 
priority” dictated by the Supreme Court in 
bankruptcy proceedings. The rule provides 
that the holders of the highest-grade securities 
in a company are entitled, in a distribution of 
assets, to complete liquidation of their claims 
before any share can go to junior security 
holders. 


Priority to River Waters 
Disputed 


$y by amending the Federal Constitution, 
Governor M. Q. Sharpe of South Dakota 
declared recently, can priority to the river wa- 
ters of the nation be allocated to any class of 
users. 

Governor Sharpe, appearing before a Senate 
Commerce subcommittee in Washington to 
urge approval of an omnibus Flood Con- 
trol Bill, asserted that the various claimants 
to water must be willing to trust in the good, 
judgment of Congress. 

Largest project in the bill is the Army En- 
gineers’ plan for a dozen flood-control reser- 
voirs on the Missouri-river. 

Prior to Sharpe’s appearance, Interior Sec- 
retary Ickes had urged the committee to 
amend the bill to assure an adequate supply 
of water for domestic, irrigation, and indus- 
trial uses in the upper Missouri basin. 

The Gavins Point, Garrison, and Oahe proj- 
ects in the Dakotas present the only major dif- 
ferences between plans of the Army Engineers 
and Reclamation Bureau for control and de- 
velopment of the Missouri river and its tribu- 
taries, the Senate subcommittee was told. So 
close did Senator Robertson, Republican of 
Wyoming, find the two plans in agreement on 
the pattern for irrigation, flood control, and 
power facilities that he suggested that, in view 
of the fact that the flood-control projects in 
the omnibus bill are for postwar construction, 
a full agreement might be reached. 

Reclamation Commissioner Harry Bashore 
challenged earlier testimony that multiple- 
purpose dams were not feasible and gave the 
committee a record of 81 storage dams of this 
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character built by the bureau which he said 
impounded 69,000,000 acre feet of water. 

Harry Trustin, Omaha city official, accused 
“professional planners” of muddling the Mis- 
souri river program. He urged that “minor 
differences” of opinion be overlooked and the 
flood-control program got under way. 

Commending the Army’s flood-control plan, 
which is incorporated into the bill, he asked the 
committee to note that Brigadier General 
Lewis A. Pick, who drafted the Army’s pro- 
posal, specifically planned for multiple use of 
the facilities to be constructed. He quoted 
from the Pick report that “the water. . . will 
be utilized to produce the maximum prac- 
ticable development of irrigation, navigation, 
power, and other multiple purposes.” 

Trustin described the controversy over the 
bill as a fight for empire which involves much 
more than the Missouri river basin. 

Senator Clark of Missouri said he would of- 
fer an amendment to the $810,000,000 postwar 
flood-control plan, to establish a Missouri river 
commission for development and control of 
the Missouri basin, and to give Army Engi- 
neers control over all dams and reservoirs. 


Public Asked to Forego Travel 


— public was urged on June 10th by Col- 
onel J. Monroe Johnson, director of the 
Office of Defense Transportation, to refrain 
from making summer vacation plans requiring 
railroad or intercity bus travel. Reservations 
of railroad and bus passenger space may be 
canceled without notice because of increased 
military movements, he warned, 

Preparations for the invasion put a terrific 
burden on the country’s transportation service, 
he said, and to this now must be added the task 
, of getting war casualties from overseas to gen- 
eral hospitals in this country, and later to spe- 
cial treatment hospitals. 

Additional transportation, Colonel Johnson 


added, will be required for trips by military 
personnel to replacement centers and to pro- 
vide for their furloughs. 


Investigation Ordered 


HE U. S. Fourth Circuit Court of Ap- 

peals on June 13th reversed the district 
court and ordered a further investigation of 
the reorganization of the Central States Elec- 
tric Corporation. 

The case, originating in the Eastern District 
Court of Virginia, was brought by the com- 
mittee for holders of Central States Electric 
Corporation 7 per cent cumulative preferred 
stock against J. Floyd Kent and Overton B. 
Dennis, trustees for the CSEC. 


Quebec Action Delayed 


REMIER Adelard Godbout announced re- 

cently that the newly formed Quebec Hy- 
dro Commission had not yet obtained sufficient 
data to make an offer of indemnity to share- 
holders of Montreal Light, Heat & Power 
Consolidated, whose electricity and gas facili- 
ties were expropriated by the government two 
months ago. 

The facilities of the big power company 
were taken over after an expropriation bill 
was passed by the provincial legislature. The 
bill provided that an offer of indemnity be 
made by June 13th. 

The Premier said Quebec Hydro “will have 
to abide by the decision of the courts” unless a 
settlement could be reached with shareholders. 

Under the terms of the expropriation bill, 
Quebec Hydro assumed liability for $78,000,- 
000 in bonds of MLH&P, with the price to be 
paid shareholders left for later assessment. 
Shares of the expropriated company had 
shown strength on the Montreal Stock Ex- 
change early this month, apparently in antici- 
pation of a definite offer, 


e 
Alabama 


Commercial Rates Cut 


A REDUCTION of $318,000 a year in commer- 
cial rates of the Alabama Power Com- 
pany was ordered recently by the state public 
service commission. 

The reduction, effective July 1st, would 
amount to slightly more than 9 per cent of the 
1943 commercial charges made by the com- 
pany, according to Commissioner Clint Harri- 
son. 

The rate cut was made after a series of 
conferences between Commissioners Harrison 
and Gordon Persons, and W. M. Stanley and 
E. C. Easter, officials of the power company. 

The new commercial rate schedule pre- 
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scribed for customers of the power company 
by the rate-fixing body makes no change in the 
first bracket or minimum charge. Both the 
new and the old rates call for a $1 charge for 
the first 20 kilowatt hours. 

The new rates fix 34 cents per kilowatt hour 
for the next 100 kilowatt hours; 3 cents for 
the next 280 hours; 2 cents for the next 900 
hours; and 1 cent an hour for all over 1,300 
hours. ° 

The old rates, aside from prescribing $1 for 
the first 20 kilowatt hours, had provided that 
34 cents per kilowatt hour be charged for 
the next 730 hours; 23 cents for the next 
4,250 hours; and 2 cents an hour for all over 
5,000 kilowatt hours. 
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Arkansas 


Purchase Proposal Beaten 


A= of three aldermen to open nego- 
tiations for purchase of the city’s natural 
gas distributing system blew up when Acting 
Mayor Charies D. Davis broke the first Little 
Rock city council tie vote in seven years to 
defeat a resolution presented by Aldermen 
Sam M. Wassell, J. D. Jordan, and H. R. Coff- 
man at the meeting of the Little Rock city 
council early last month. 

The resolution, which proposed appoint- 
ment of a committee to negotiate with the 
Arkansas-Louisiana Gas Company and the 
Cities Service Company looking to the pur- 
chase of the gas distribution system and to de- 
termine a price, was presented as a surprise to 
a majority of the aldermen, it was said. 

Curran, manager of the Arkansas 
Louisiana Natural Gas Company, appeared at 
the meeting to deny that the properties are for 
sale, although Cities Service Company, holder 
of 70 per cent of the stock, has elected at di- 
rection of the Federal Securities and Exchange 
Commission, to operate its wholesale gas dis- 
tribution system and sell its retail outlets. Un- 
der the SEC ruling the company was ordered 
to choose between wholesale or retail plants. 

The proposal said that a 1935 Arkansas law 
provides that any public utility accepting and 
operating under its franchise is considered to 
have consented to future purchase of its prop- 
erties actuaily used or useful for the conven- 
ience of the public by the municipality in which 
it is situated. 

“The public seems to be under some mis- 
apprehension concerning the Arkansas Louisi- 
ana Gas Company,” Mr. Curran said. “Our 
attorneys feel we have the opportunity of get- 
ting the SEC reversed. If Cities Service sells 
its controlling stock to the Arkansas Louisiana 


Gas Corporation, the properties of the com- 
pany in Little Rock are not for sale.” 


Bond Issue Approved 


Cen Arkansas Utilities Company and asso- 
ciated interests moved nearer consolida- 
tion when the state utilities commission early 
last month approved a plan to sell $1,665,000 
in 44 per cent bonds, 

Bonds would be sold to the John Hancock 
Mutual Life Insurance Company for 104.35 
per cent of their par value, proceeds of which 
would retire a debt of $1,555,000 to the insur- 
ance company and restore working capital of 
the company and its subsidiaries. 

The commission approved the company’s 
plan to buy from Gus B. Walton, trustee for 
its stockholders, $962,000 in 7 per cent first 
mortgage bonds of the Citizens Electric Com- 
pany of Hot Springs (all the outstanding 
bonds) and all 25,000 shares of common stock. 
The company in turn assumed a note with out- 
standing principal of $1,555,000 to the insur- 
ance company (on a debt incurred by the Hot 
Springs Utilities Company), and in addition 
gave Mr. Walton a note for $182,378.95 at 4 
per cent interest, payable in twenty years. 

The Arkansas Utilities Company recently 
bought several utilities at Hot Springs, the 
Arkansas General Utilities properties at War- 
ren, and several utiiity properties in the 
Helena area. It leased electric properties at 
Helena and Hot Springs to the Arkansas 
Power & Light Company for $120,000 and 
$225,000 per year, respectively. It has before 
the commission now an application to lease the 
Warren electric properties to AP&L 

The company listed in its capital structure 
$2,588,676.25 in the plant account and $1,743,- 
632.71 in securities. 


California 


Trolley Bill Passed 


be state assembly last month voted ap- 
proval of a bill designed to prevent delay 
in San Francisco’s acquisition of the Market 
Street Railway, authorized by voters at the 
May primary election. 

The legislation provides that stockholders of 
the utility company may approve the sale by 


a majority vote rather than a two-thirds vote 
as required by the present law. The senate has 
approved a similar measure. Governor War- 
ren was expected to approve the completed 
bill. Dion Holm, utility attorney for the San 
Francisco public utiities commission, suggest- 
ed the measure to clear the sale if the two- 
thirds vote could not be obtained without de- 
lay. 


>» 
Colorado 


Will Ask Speedy Refund 


A PETITION asking for dismissal of the Colo- 
rado Interstate Gas Company’s request 


55 


for a further stay in Denver’s action to obtain 
refund of excess gas rate charges was reported 
being prepared last month by City Attorney 
Malcolm Lindsey and Assistant City Attorney 
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Thomas H. Gibson for filing in the Tenth 
United States Circuit Court of Appeals. 

The city will assert the company failed to 
put new rate schedules into effect, that it is 
now illegally charging rates in excess of those 
authorized in a recently issued court order, and 
will seek immediate enforcement of the court’s 
directive, Lindsey said. 


It also will contend no court is vested with 
authority, under present circumstances, to or- 
der a further stay of action. 

The city previously had petitioned the court 
for custody of $2,000,000 claimed owing and 
payable to gas users. The mayor, under a pro- 
posed plan, would appoint a manager for the 
city as trustee to handle the refund. 


Connecticut 


Fuel Cost to Figure in Rate Base 


ty order providing a uniform basis for the 
inclusion of fuel adjustment clauses in 
electric rate schedules was issued on June 14th 
by the state pubiic utilities commission. Rea- 
son for the order, which permits the electric 
utility companies to adjust their rate schedules 
up and down to keep pace with varying costs 
of fuel used by them, is that rates are figured 
very closely and any uncontrolled variation in 


the price of fuel affects the profit margin of 
the utility. 

Since the four major electric companies of 
the state, the Connecticut Light & Power Com- 
pany, the Hartford Electric Light Company, 
the United Illuminating Company of New 
Haven, and the Connecticut Power Company, 
already have such a fuel adjustment clause in 
their rate schedules, it is unlikely that the new 
order of the commission will have any great 
effect especially on domestic power users. 


District of Columbia 
Rate Briefs Filed 


8 pop ranging all the way from reten- 


tion of the present sliding scale for the 
annual adjustment of electric power rates to 
abandonment of the arrangement and reduc- 
tion of rates this year from $3,650,000 to $5,- 
250,000 were contained in briefs filed last 
month with the District of Columbia Public 
Utilities Commission by the Potomac Electric 
Power Company and two Federal agencies. 

Defending the sliding scale, which has been 
in effect since 1925, as a method that has “stood 
the test of time,’”’ the company warned, how- 
ever, that it “would not be justified in making 
further concessions for its preservation by ac- 
quiescence to charges which would result in a 
substantial decrease in its net earnings.” 

The PEPCO brief, filed by William K. Laws 
and S. R. Bowen, called for continuation of 
the present undepreciated rate base, arguing 
that “the great advantage” in its use is that it 
obviates “determination of the actual physical 
condition of property” each time the rate of 
return is set. They also declared that the rate 
of return should not be less than the existing 
6 per cent. 

Alan Johnstone, general counsel for the Fed- 
eral Works Agency, repeated his demand for 
abandonment of the sliding-scale arrangement, 
charging that “it is a delusive scheme which 
has_ unfairly and unreasonably favored 
PEPCO at the expense and to the prejudice of 
the consumers,” and that “it is an unsound 
and improper regulatory device which has 
been eschewed by other public utility commis- 
sions.’ 
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In place of the sliding scale and the present 
$105,000,000 undepreciated rate base, FWA 
advocated what it called a “prudent invest- 
ment plan,” calling for: 

1. A maximum rate base of $53,650,000, com- 
puted upon actual cost of “electric utility prop- 
erty used and useful” and “depreciated accord- 
ing to the straight-line method of deprecia- 
tion.” 

2. Inclusion in the rate base of ‘“‘a reasonable 
amount for working capital, adjusted to ex- 
clude materials and supplies held for new con- 
struction.” 

3. Exclusion from the rate base of an amount 
of property equal to PEPCO’s earned sur- 
plus, which amounts to approximately $28,- 


4. A rate of return of 44 per cent on the 
rate base. 

Estimating a slightly different figure of pru- 
dent investment—$53,562,830—the procure- 
ment division of the Treasury said a reduc- 
tion of $5,250,000 would be possible “if the 
rates are fixed on the prudent investment rep- 
resented by bonds, preferred stock, and bona 
fide common stock.” 

“Even a $5,250,000 reduction would enable 
the company to pay interest on its bonds, 
dividends on its preferred and common stock, 
and leave a substantial amount for surplus,” 
the procurement statement said. 

The procurement division brief, signed by 
Clifton E. Mack, procurement director, and 
Thurman Hill, general counsel, also demanded 
removal of more than $5,500,000 from the 
present rate base as excess over the original 
cost of property. 
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Illinois 


Traction Purchase Plan 


et HE first draft of an ordinance authorizing 
the city of Chicago to acquire the surface 
and elevated lines and operate them as a 
merged unit under municipal ownership was 
presented to the council committee on local 
transportation recently. 

The ordinance, a lengthy document written 
by Attorneys-William H. Sexton and James 
J. Danaher, provides that after the purchase 
of the companies operations will be in charge 
of a 5-man transit board appointed by the 
mayor, and general supervisory authority of 
this board wiil be vested in a 5-man transit 
commission. 

Salaries (the amounts not determined) will 
be paid the board, but the commission mem- 
bers will serve without pay. The financial 
structure of the proposed company is elabo- 
rately detailed. It provides that when other 
prior claims, such as operating expenses and 
interest on borrowed funds, have been paid, 


the city is to receive up to $2,000,000 for rent 
of the streets and the wholly owned subways. 

No mention of the price to be paid was put 
in the ordinance. The city, however, has sug- 
gested that it will pay $75,000,000 for the sur- 
face lines’ assets, including $27,500,000 of cash 
in special funds, and $11,000,000 for the ele- 
vated lines. The ‘‘L” people have turned down 
this proposition and the surface lines have not 
accepted, although it is possible they would 
take the so-called offer if they were certain the 
city could overcome the hurdles to municipal 
ownership. 

These hurdles are many. The plan must be 
approved by referendum, it must be declared 
legal by the courts, and bankers must lend the 
$86,000,000 or more needed to close the deal. 
It is planned to sell revenue certificates at 34 
per cent interest to make the loan. 

Judge Igoe of the Federal District Court 
was said.to have another plan involving the 
formuiating of a unification plan under private 
ownership. 


Louisiana 


Gratified by Decision 


OVERNOR James H. Davis last month ex- 

pressed “gratification” over a report from 
Washington that the Federal Power Commis- 
sion had denied an application of the Memphis 
Natural Gas Company to increase capacity of 
its pipe lines from the Monroe gas fields. 

The governor, who was a member of the 
state public service commission when the case 
arose, said he had followed it with much in- 
terest, and that the decision “marks the first 
time the state has been able to have the power 
commission agree that it has jurisdiction and 
authority to consider matters of conservation 
and the social and economic effects of these 
applications on the origin as well as the des- 
~— territories to be served by these pipe 
ines. 

Davis added that it would be the policy of 
his administration “to continue to oppose these 
applications as they arise, with the view of 


protecting our present gas reserves which are 
shown to be limited and which are so vitally 
necessary to the proper industrial development 
of Louisiana.” 

The FPC on June 13th dismissed “without 
prejudice” the company’s application to con- 
struct three 18-inch pipe lines aggregating ap- 
proximately 61 miles in Chicot county, Ar- 
kansas, and Bolivar, Coahoma, and Tunica 
counties, Mississippi, to augment deliveries to 
retail distributors in the Memphis area. 

FPC said the application was dismissed be- 
cause “of the limited gas reserves shown by 
the record to be availabie (in Louisiana), their 
present rate of depletion, and the effect of ex- 
cessive rates of withdrawal on ultimate recov- 
ery of gas therefrom.” 

The proposed facilities would have stepped 
up deliveries of gas from Louisiana fields to 
the distributing systems to a total of 155,000,- 
000 cubic feet daily, an increase of 21,000,000, 
19,000,000 going to Memphis. 


Nebraska 


Power Fight Aired 


HE political quarrel at Kearney over the 

acquisition by the city of the electrical 
properties of Consumers Public Power Dis- 
trict was given a thorough airing before the 
legislative council’s subcommittee on power at 
Lincoln last month. 


At the conclusion of the Kearney matter the 
committee called Allen Hupp, Omaha, gen- 
eral manager and secretary of the Associated 
Retailers of Omaha, to give an accounting of 
his activities in connection with LB 204, bill 
which was passed by the 1943 state legislature 
creating the Omaha Peoples Power Commis- 
sion. 
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Hupp testified that he lobbied for the bill 
and in addition to receiving his regular salary 
from the Associated Retailers, plus expenses 
of between $2,000 and $2,300, he received $7,- 
500 from the Nebraska Power Company. He 
explained that he did not include the latter 
amount on the report he filed with the secre- 
tary of state because he had not received and 
did not know he would receive it until after 
his report as a lobbyist had been filed. 

Kenneth Dryden, city attorney for Kearney, 
read a prepared statement in which he outlined 
the developments of the political campaign in 
the city over the question of whether or not the 
city should purchase property owned by Con- 
sumers. C. S. Morrow, H. W. Kimball, Ernest 
Staubitz, H. H. Nims, and H. L. Blackledge, 


also gave similar testimony, pointing out they 
believed Consumers used unfair tactics in try- 
ing to defeat the proposai. 

Staubitz testified that he believed, as did 
many other residents of the city, that Kearney 
is being discriminated against in the matter of 
rates and that because the district has refused 
to set a fair price on the property or make an 
adjustment in rates the condemnation proceed- 
ings were instituted. 

“To me that is a very selfish attitude,” de- 
clared Senator John Mekota, committee mem- 
ber. “We find Kearney condemning the prop- 
erty knowing that if it can buy the property 
at a figure less than was paid by Consumers the 
people in small towns will have to make up the 
difference through higher rates.” 


New Jersey 


Rate Cut Ordered 


HE state board of public utility commis- 

sioners, in a split decision, on June 14th 
approved a new and lower schedule of electric 
rates of the Public Service Electric & Gas 
Company. Two board members described the 
cut, effective July Ist, as “the largest single 
reduction ever effected through negotiations 
between the utilities board and Public Service 
Electric & Gas Company,” but the third mem- 
ber contended it should have been greater. 

The reduction, estimated to save customers 
of the state’s largest and most widespread util- 
ity $5,000,000 a year, was approved by Board 
President Joseph E. Conlon and Commissioner 
John E. Boswell. Commissioner Crawford 
Jamieson of Trenton, who dissented, said that 
the cut was not only less than the company 
could afford to grant, but also was of no bene- 
fit to thousands of small household users of 
electricity and of little help to most other resi- 
dential customers. 

The reduction will be distributed to the var- 
ious classes of consumers as follows: residen- 
tial, $1,823,500; commercial light and power, 
$1,462,500; general service, $791,100; retail 
power and general service, $338, 500; refrigera- 
tion and general service, $140,000; commercial 
light and power and general service, $375,000. 

Mr. Conlon and Mr. Boswell, ina joint state- 
ment, said: 

“The reduction eliminates the necessity of a 
rate proceeding at a time when such a proceed- 
ing would have been most inopportune. Fur- 
thermore, a rate proceeding would postpone 


any reduction until the termination of such 
proceeding, with a consequent loss to the con- 
sumers in the interim.” 

Mr. Jamieson disagreed, saying that the 
commissioners should “insist upon greater re- 
ductions or should immediately institute a rate 
case. If the rate cut was sufficient to save cus- 
tomers $9,000,000 a year instead of $5,000,000, 
he asserted, Public Service this year still would 
make a “fair return” of 6.4 per cent. 

In commenting on the rate reduction or- 
dered by the commission, Thomas N. McCar- 
ter, chairman of the board of the Public Serv- 
ice Corporation of New Jersey, said: 

“The company does not approve of this re- 
duction ~~ believes it could only be sustained, 
if at all, through the adoption by the state 
board of ‘the new-fangled theories of rate mak- 
ing which never before have been adopted by 
any New Jersey commission since 1911. 

“The company believes the imposition of 
such doctrines to be unfair to investors, unjust, 
and inequitable, especially in such an awful 
time of war and stress. Nevertheless, to avoid 
the complication of a long rate case before the 
commission and the courts, the company has 
agreed to accept this demand of the board. 

“We will do our best under the circum- 
stances for our stockholders whose number 
exceeds 142,000, largely Jerseymen, and we 
still entertain the hope that the net earnings of 
the corporation available for dividends in 1944 
will be sufficient to justify a continuance of 
the present rate of dividend upon the common 
stock of the corporation, but as to this, time 
will tell. 


New York 


Appeal Write-off Orders 


jh Niagara, Lockport & Ontario Power 
Company and the Lockport & Newfane 
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Power & Water Supply Company, subsidiaries 


of the Niagara Hudson Power Corporation, 
petitioned the New York State Public Service 
Commission last month for rehearings of or- 
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ders issued recently by the commission to the 
companies to make write-offs from their utility 
plant accounts. The write-offs ordered by the 
commission, if complied with, would aggregate 
$4,704,045. Niagara, Lockport & Ontario 
asserted that items ordered written off had 
been duly entered on the company’s books 
pursuant to commission orders. 

One of the reasons given by the companies 
for objecting to the orders is that the commis- 
sion erred in requiring such write-offs where 
they relate to property still in service, 

Since the rulings were issued, the Niagara, 
Lockport Company has made substantial re- 
tirements from plant accounts, leaving approx- 
imately $1,500,000 in dispute. The amount of 
the write-off required from Lockport & New- 
fane Power & Water Supply Company in dis- 
pute is about $100,000. 


Electric Rates Cut 


EDUETION of electric rates by the New York 
State Electric & Gas Corporation, esti- 
mated to save customers $224,200 annually, 
was announced last month by the state public 
service commission. 


The new rates became effective June 19th. 
Estimated consumer savings by districts in 
the corporation’s territory are: Oneonta dis- 
trict, $48,000; Elmira and other Chemung 
county communities, $16,500 ; Corning-Hornell, 
Perry area, $41,200; Binghamton district, $31,- 
100; Geneva district, $55,300; Ithaca area, 


$26,600; Lockport and other Niagara county 
communities, $3,100; Mechanicville area and 
the village of Stillwater, Saratoga county, $2,- 
000. 


Mayors Assail Strikes 


ONDEMNATION of “any strikes of public em- 
ployees against duly constituted municipal 
governments or authorities” was voted last 
month by the New York State Conference of 
Mayors and other public officials attending its 
thirty-fifth annual meeting at Syracuse. 
Another resolution urged each New York 
municipality “to complete during the year 
postwar public works programs and take the 
necessary action to obtain state aid in the prep- 
aration of necessary plans and specifications 
and ... to create reserve funds for postwar 
projects, repairs, and tax stabilization.” 


- 
North Carolina 


Franchise Ordinance 


T HE city commissioners last month adopted 
on final reading the new ordinance grant- 
ing a 40-year franchise to the Carolina Power 
& Light Company upon the approval of the 
voters of Raieigh, and the Wake board of 
elections subsequently issued a call for an elec- 
tion to be held on July 25th. 


While the approval of the franchise by the 
voters is expected to be a mere formality, a re- 
jection of the contract at the poils would mean 
unforeseen difficulties in obtaining electric and 
transportation service from other sources, it 
was pointed out. The franchise would elimi- 
nate many antiquated rules governing the 
transportation service which had been in effect 
since 1886. 


a 
Ohio 


City Reopens Gas Case 


HE city of Cleveland early last month pre- 

sented the Ohio Public Utilities Commis- 
sion in Columbus what it hoped was sufficient 
new evidence to get lower rates from the East 
Ohio Gas Company. The rate now is 68.8 cents 
a thousand cubic feet. In 1939 the city passed 
legislation which would have lowered the rate 
to 55.2 cents, but the company appealed and 
the higher rate was allowed by the state su- 
preme court. 

The city’s plea for reopening of the case, 
the Associated Press reported, was based on a 
contention that East Ohio now had a reduced 
rate from the Hope Natural Gas Company of 
West Virginia, a Standard Oil (New Jersey) 
affiliate, and should pass along the reduction 
to the consumers. 

To support its plea the city entered as evi- 


dence the United States Supreme Court record 
and decision which reduced Hope’s charges to 
East Ohio. 

Increased operating expenses have taken up 
that saving, Francis Wright, a company ac- 
countant, testified. He said that was caused by 
addition of $5,000,000 to $6,000,000 worth of 
new property in Cleveland. 

East Ohio’s net earnings for years ended 
June 30, 1942, and 1943, were about $800,000 
above the preceding two years, Wright admit- 
ted on cross-examination by Spencer W. 
Reeder, city assistant law director, and Robert 
S. Keeler of the Office of Price Administra- 
tion. Wright asserted East Ohio’s earnings for 
the year ending June 30, 1944, would be $2,- 
500,000, compared with last year’s $2,800,000. 

The commission accepted the records over 
protest by East Ohio and allowed both sides 
ten days to file suggested findings. 


JULY 6, 1944 





) 


q. LLP 
wiry 


Gh 
Z 
Ay 


The Latest 
Utility Rulings 


Consideration of Unregulated Business 


Did Not Invalidate Rate Orders 


HE United States Circuit Court of 

Appeals, Tenth Circuit, affirmed or- 
ders of the Federal Power Commission 
[43 PUR(NS) 205] requiring Canadian 
River Gas Company, Colorado Inter- 
state Gas Company, and Colorado- 
Wyoming Gas Company to reduce rates 
for natural gas transported in interstate 
commerce and sold for resale for ulti- 
mate public consumption. Complaints 
had been filed by the city and county of 
Denver and the Wyoming commission. 

Ruling against motions by the city and 
county of Denver to dismiss the petitions 
for review on the ground that they were 
filed in the wrong district, the court 
pointed out that § 19(b) of the Natural 
Gas Act provides that any party ag- 
grieved by a commission order may ob- 
tain a review in the circuit court of ap- 
peals of any circuit in which the company 
to which the order relates is located or 
has its principal place of business, or in 
the court of appeals of the District of 
Columbia. Legal residence and domicile 
in the state of Delaware was not there- 
fore a bar to the appeal. 

Attacks by Canadian upon the order 
on the ground that the commission er- 
roneously undertook to exercise un- 
authorized rate regulatory jurisdiction 
over production and gathering proper- 
ties, facilities, and business of the com- 
pany were overruled. The company’s 
production and gathering properties and 
facilities are parts of its integrated op- 
erations, and, although they lie beyond 
the range of the rate regulatory jurisdic- 
tion of the commission, the commission 
had not prescribed charges for produc- 
tion, did not fix rates for gathering of 
gas, and did not exercise other rate regu- 
latory jurisdiction over production or 
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gathering. Its inquiry into production 
and gathering properties in respect to 
cost, depreciation, operating expenses, 
and revenues was merely in their relation 
to the fixing of rates for gas moved in 
interstate commerce and sold for resale. 

Exertion of the power of Congress in 
its regulation of interstate commerce, the 
court held, is not fettered by preéxisting 
contracts or arrangements. The exercise 
of power under the Commerce Clause 
cannot be subordinated to arrangements 
or stipulations previously effected. The 
fact that the companies had made large 
investments on the strength of contracts 
was held not to be decisive. 

A contract between Canadian and 
Colorado requires Canadian to produce 
sufficient natural gas to meet the require- 
ments of Colorado; to sell the gas to 
Colorado at cost ; to make no contract for 
the sale of gas that might impair its ca- 
pacity ; to credit Colorado with all rev- 
enues, income, or profits which it may re- 
ceive from any other source; and to dis- 
burse funds from any source only in the 
discharge of its obligations under the 
contract with Colorado and any other 
contracts permitted under its provisions, 
and in payment of principal and interest 
on its outstanding indebtedness. It was 
argued that the contract foreclosed any 
possibility of profit to Canadian, and, 
therefore, the order exacted the impos- 
sible and was confiscatory. The court, 
however, said that permissible regulation 
of rates does not insure that the business 
shall produce net revenues, and any rate 
may be decreased which is not the lowest 
reasonable rate. Furthermore, it was 
said, the argument failed to give consid- 
eration to intercorporate stock transac- 
tions and profit arrangements. 





en etn ete ovs WY 


THE LATEST UTILITY RULINGS 


A finding of unreasonableness, the 
court held, made after a full hearing, car- 
ries with it a presumption of correctness, 
and the burden rests upon him who at- 
tacks it on review for want of substan- 
tial evidence to show the absence of such 
evidence. 

On the question of valuation the court 
followed the rules laid down in Federal 
Power Commission v. Natural Gas Pipe- 
line Co. (1942) 315 US 575, 86 L ed 
1037, 42 PUR(NS) 129, 62 S Ct 736, 
and Federal Power Commission v. Hope 
Nat. Gas Co. (1944) 320 US 591, 88 L 
ed 276, 51 PUR(NS) 193, 64 S Ct 281, 


HE order of the Federal Power 

Commission requiring an interim 
rate reduction by the Panhandle Eastern 
Pipe Line Company, in 45 PUR(NS) 
203, has been sustained by the circuit 
court of appeals, eighth circuit, over ob- 
jections based on the following conten- 
tions: 


(1) The trial examiner excluded relevant 
and material evidence of the value of their 
property; (2) the commission erred in as- 
suming jurisdiction over the petitioners’ pro- 
duction and gathering of natural gas; (3) 
the commission erred in assuming jurisdic- 
tion over the petitioners’ revenues from di- 
rect sales of gas to customers for their own 
use; (4) the return allowed by the commis- 
sion is unjust, unreasonable, and confisca- 
tory. 


While it may be that the commission 
should receive all evidence which is 
relevant and material under any theory 
of rate making, the court said, rejection 
of evidence of reproduction cost or of 
market or replacement value did not 
amount to a denial of due process requir- 
ing a remand of the proceeding to the 
commission. It was apparent from the 
opinion of the commission that the re- 
mand of the proceeding so that evidence 
offered and rejected might be received, 
considered, and then disregarded by the 
commission would be a useless formality. 
The commission had stated that it re- 


which relieved the commission from ad- 
hering to a fair value rate base. Elimina- 
tion by the commission of items in excess 
of actual original cost was also sustained. 
Interest after the construction period had 
ended was held to have been properly dis- 
allowed. Allocation of cost of service, it 
was ruled, may be effected by application 
of any formula which makes the principle 
a working one suitably adapted to the par- 
ticular circumstances. Treatment of de- 
pletion, depreciation, and amortization 
was also upheld. Colorado Interstate Gas 
Co. et al. v. Federal Power Commission 
et al. 


e 


Rate Order Upheld Although Reproduction Cost Evidence 
Excluded and Regulated Revenues Not Segregated 


garded such evidence as valueless and 
considered the legitimate cost or prudent 
investment formula was alone applicable. 

If there was any infirmity in the com- 
mission’s determination of the amount 
which should be included in the rate base 
as the cost or value of production and 
gathering facilities, the court thought the 
infirmity arose from the method used in 
making the valuation and not from any 
lack of jurisdiction. Since the commis- 
sion was not obliged to adopt reproduc- 
tion cost in determining fair value for 
rate making but could adopt actual cost, 
it was impossible for the court to say that 
the commission exceeded its power in not 
including in the rate base the present 
market value of leaseholds. 

Concededly, the commission had not 
fixed rates for direct sales of gas to cus- 
tomers for their own use and had only 
prescribed reduced rates for interstate 
sales of gas for resale. The company 
contended, however, that the necessary 
effect of the order was to reduce rates 
and revenues on all sales and to deprive 
the company of substantial profits from 
direct sales. The court declared: 

In determining whether the wholesale 
rates of a natural gas company subject to the 
act are unreasonable, the commission is, no 
doubt, obligated to give appropriate consid- 
eration to the fact that the revenues of the 
company derived from direct sales to cus- 
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tomers are not subject to regulation. A fail- 
ure of the commission to give appropriate 
effect to that fact, unless arbitrary or capri- 
cious, does not, we think, deprive the com- 
mission of its jurisdiction to make a rate or- 
der with respect to sales which are subject 
to regulation. Jurisdiction to decide a doubt- 
ful question of fact includes jurisdiction to 
decide it either correctly or incorrectly. Pitts- 
burgh Plate Glass Co. v. National Labor Re- 
lations Board, 113 F(2d) 698, 701. The ad- 
justments made necessary by reason of the 
fact that certain of the sales and revenues of 
the petitioners are not subject to regulation 
are, we think, “pragmatic adjustments . 
called for by particular circumstances” 
(Federal Power Commission v. Natural Gas 
Pipeline Co. (1942) 315 US 575, 586, 86 L 
ed 1037, 42 PUR(NS) 129, 62 S Ct 736), 
which the commission has power to make. 


In view of recent Supreme Court de- 
cisions, the court said, it is evidently no 
longer necessary for a reviewing court to 
consider many of the doubtful and de- 
batable questions which ordinarily arise 
in every rate case. The order must be af- 
firmed unless the company has made a 
convincing showing that it is unreason- 
able in its consequences because the re- 
turn allowed is insufficient to enable it to 
meet expenses of operation, pay interest 
on bonds and dividends on stocks, main- 
tain credit, and attract capital, or is clear- 
ly out of line with the returns on invest- 
ments in enterprises involving compar- 
able risks. 

The court considered the service cost 
on bonds and preferred stock and earn- 
ings for common stock, as well as claims 
for sinking-fund requirements and nec- 


essary additions to surplus. It refused to 
substitute its judgment for that of the 
commission with respect to the debatable 
question whether the return allowed was 
sufficient to attract investors and refused 
to invalidate the order upon the theory 
that the return allowed was obviously so 
unfair and inadequate as to be confisca- 
tory. 

Attention was also directed to the fact 
that the order was not final and irrevo- 
cable and that if actual experience demon- 
strated that the reduced rates were un- 
reasonably low, the commission could 
allow an increase. The court would not 
presume that if rates were unreasonable 
the commission would allow them to be 
perpetuated. 

Circuit Judge Riddick dissented on the 
question of allocation of revenues be- 
tween regulated and unregulated busi- 
ness. He said: 


Here the commission has admittedly re- 
fused to observe the limit upon its jurisdic- 
tion, fixed by Congress. In this situation it 
seems to me idle to inquire whether the com- 
mission’ s order, call it a “pragmatic adjust- 
ment” or whatnot, does or does not result 
in confiscation of petitioners’ property, or 
whether it is less or more favorable to peti- 
tioners than would have been the case had 
the commission confined itself to its permit- 
ted field. It is enough to require a remand 
of this proceeding that the commission has 
exceeded the statutory limitation on its 
powers. 


Panhandle Eastern Pipe Line Co. et al. 
v. Federal Power Commission et al. 


e 


Sight-seeing Transportation by Horse-drawn Vehicles 
Regulated As Common Carriage 


A CERTIFICATE of convenience and ne- 
cessity was granted by the Colorado 
commission to the operators of a sight- 
seeing service for visitors to the Pikes 
Peak region. They had previously con- 
ducted sight-seeing and auto livery op- 
erations by motor vehicle, but these op- 
erations had been discontinued under di- 
rection of the Office of Defense Trans- 
portation and transportation by horse- 
drawn vehicles was substituted. 
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The Colorado statutes define a public 
utility as including every common car- 
rier, and the term common carrier in- 
cludes railroads and other corporations 
or persons affording a means of trans- 
portation by automobile or other vehicle 
who indiscriminately accept, discharge, 
and lay down passengers, freight, or ex- 
press and operate for compensation. 
Any person engaged in transportation of 
passengers in any automobile or other 





THE LATEST UTILITY RULINGS 


vehicle is declared to be a public utility. 
The commission, after citing various rul- 
ings on public utility status, made the fol- 
lowing statement : 

In this case, Pikes Peak Stage Coach Com- 
pany holds its service out to the general pub- 
lic by solicitation and advertising, and ac- 
cepts for transportation, and transports, all 
persons who present themselves for trans- 
portation who are willing to pay the estab- 
lished fare. Under authorities cited, they are 
common carriers of passengers for hire by 
horse-drawn coaches, and are public utili- 
ties, and, as such, are subject to our jurisdic- 
tion. They are ready, able, willing, and quali- 


PETITION by the city of Pittsburgh 

to require an electric company to 
file optional rates for electric service to 
bridges and highway projects was dis- 
missed by the Pennsylvania commission 
on the ground that this would mean the 
filing of a rate covering conjectural serv- 
ice conditions. 

The commission, however, declined to 
approve a contention that it could not 
compel the filing of any optional rate. It 
was said under its comprehensive grants 
of authority it was empowered to pre- 
scribe optional rates in any proper pro- 
ceeding if such prescription appeared es- 
sential to proper protection of the con- 
suming public or any member thereof. 

The purpose of the city was to gain the 
optional right to install, own, or main- 
tain electrical facilities (cables, trans- 
formers, fixtures, and lamps) on bridges 
and special highway projects on which it 
owned, or might in the future own, the 
structural facilities (ducts, junction 
boxes, poles, and brackets), with result- 
ant savings in street-lighting costs. The 
city owns the structural lighting facilities 
on numerous bridges and highway proj- 
ects, usually constructed as integral parts 
of the bridge or highway project. The city 
does not, however, own any street-light- 
ing electrical facilities. 

The city had requested bids for three 
separate sets of specifications: (A) pro- 
viding for a complete street-lighting serv- 


fied to carry on and to provide safe, satis- 
factory, and efficient service. Public con- 
venience and necessity, at this time, require 
such service. The public is entitled to have 
that service and similar services, if more are 
authorized, regulated for their protection, 
and the operator, similarly, if he is willing 
to make the large investment required and to 
take the loss that undoubtedly will follow 
when he seeks to dispose of this equipment 
with the renewal of sight-seeing service by 
automobile, is entitled to some protection 
from ruinous competition. 


Re Shabouh et al. (Application No. 
6602, Decision No. 22278). 


e 


Optional Rates Not Required for Structures 
Contemplated by Municipality 


ice as in the past, whereunder the com- 
pany owns all electrical facilities; (B) 
providing for street-lighting service 
whereunder the city reserves the right to 
install and own electrical facilities on 
bridges and special highway projects, 
such electrical facilities to be maintained 
by the company; (C) providing for 
street-lighting service whereunder the 
city reserves the right to install, own, and 
maintain electrical facilities on such proj- 
ects. The electric company involved was 
the only bidder and it submitted a bid 
only under specifications (A). 

The commission pointed out that the 
company was rendering service to certain 
bridge electrical facilities wholly owned 
and maintained by the county but this 
service was simply the sale of energy 
without any responsibility for mainte- 
nance of the facilities on the bridge. Un- 
der these circumstances if the city owned 
similar facilities and the company refused 
to render similar service at corresponding 
rates, a case of discrimination would be 
presented. This, however, was not the 
case. The city admittedly did not pres- 
ently own any highway or bridge elec- 
trical facilities and therefore could not 
take service under the optional rates even 
if filed. 

It was said to be evident that the sub- 
mission of bids under such optional rates 
would be an idie gesture on the part of 
the company, since the conditions of serv- 
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ice contemplated by the bids would not 
exist. 

The city attempted to avoid the im- 
plications of the facts by saying that it 
wished to have available optional tariffs 
and bids submitted so that it might de- 
termine and choose whether or not it 
would acquire facilities and thus put it- 
self in a position to take service under 
one of the optional rates. If this sugges- 
tion was reasonable, said the commission, 


CS railroad demurrage tar- 
iff, according to a California court 
ruling, does not in and of itself impose 
liability on a purchaser from a railroad 
while the subject of the sale remains the 
property of the railroad and has not been 
delivered actually and constructively to 
the purchaser. Southern Pacific Co. v. 
Hyman-Michaels Co. 147 P (2d) 692. 


The Kansas City Court of Appeals 
held that the commission, in passing upon 
an application for authority to furnish 
competing motor carrier service, is not 
required first to give existing carriers an 
opportunity to provide the needed serv- 
ice in all cases, but may consider which 
utility under the peculiar facts and cir- 
cumstances will best serve the public. 
State ex rel, Missouri, Kansas & Ohkla- 
homa Coach Lines, Inc. et al. v. Public 
Service Commission, 179 SW (2d) 132. 


Interstate Commerce Commission ap- 
proval of the acquisition of the property 
and operating rights of one carrier by 
another which is controlled by a non- 
carrier is necessary, since the transaction 
involves the acquisition of control of the 
vendor-carrier by the noncarrier, accord- 
ing to a ruling of the Supreme Court of 
the United States. United States et al. v. 
Marshall Transport Co. et al. (No. 589). 


The Securities and Exchange Com- 
mission denied an application by a non- 


not only the city but any other consumer 
of the company should have the right to 
evolve an indefinite number of theoretical 
situations and the power to force the de- 
velopment and filing of rates covering all 
of the various hypothetical alternatives. 
The commission could not agree with this 
proposition. Commissioner Buchanan 
dissented. City of Pittsburgh v. Du- 
quesne Light Co. (Complaint Docket No. 
13683). 


7 


Other Important Rulings 


utility subsidiary of a holding company 
for exemption from the competitive bid- 
ding requirements of Rule U-50 with re- 
spect to the issuance and sale of first 
mortgage bonds, although the applicant 
asserted that in view of the complex na- 
ture of the problems involved in refund- 
ing outstanding securities, its interest 
would best be served by negotiating the 
nature and terms of the refinancing con- 
currently with negotiations as to price. 
Re Capital Transit Co. (File No. 70-870, 
Release No. 5068). 


The New York Court of Appeals held 
that a public hearing is not a necessary 
condition precedent to the enactment of 
an ordinance containing a proposal for 
submission to electors of a proposition 
relating to electric plant construction; 
that it is unnecessary to publish the in- 
terest rate in a proposition submitted to 
voters providing for the issuance of 
bonds to finance construction; that an 
ordinance providing for such construc- 
tion is not unconstitutional on the ground 
of discrimination because the plant would 
not be of capacity large enough to supply 
the demands of the village and its inhab- 
itants, including industrial use of its larg- 
est single taxpayer ; and that an objecting 
taxpayer would not be deprived of prop- 
erty without due process of law. O’ Flynn 
(Rochester Gas & Electric Corporation, 
Interveners) v. East Rochester, 54 NE 
(2d) 343. 


Note—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE NORTHERN INDIANA PUBLIC SERVICE CO. 


SECURITIES AND EXCHANGE COMMISSION 


Re Northern Indiana Public 
Service Company 


File No. 70-882, Release No. 5031 
May 5, 1944 


PPLICATION under § 6(b) of the Holding Company Act for 
A exemption of preferred stock issue from competitive bid- 
ding requirements of Rule U-50; denied. 


Security issues, § 112 — 


Competitive bidding — Preferred stock — Exchange plan. 


Exemption from the competitive bidding requirements of Rule U-50 should 
be denied with respect to an issue of preferred stock by a subsidiary of a 
holding company, where the new stock is to be offered first to existing 
stockholders in exchange for outstanding preferred and investment bankers 
are to be compensated for effecting exchanges, standing by, and underwrit- 
ing the unexchanged portion of the new issue. 


(O’Brien, Commissioner, dissents.) 


APPEARANCES: Lawyer & Ander- 
son, by John C. Lawyer, for the ap- 
plicant; Solomon Freedman, of the 
Public Utilities Division of the Com- 
mission. 


By the Commission: Northern 
Indiana Public Service Company 
(“Northern Indiana’) has filed ap- 
plications and declarations with re- 
spect to proposed transactions includ- 
ing, among other things, the issuance 
and sale of 220,078 shares of new 
cumulative 5 per cent dividend pre- 
ferred stock, $100 par value, under 


the Public Utility Holding Company 
Act of 1935." Its application in this 
connection is filed under § 6(b) of the 
act. Northern Indiana requests that 
the issue and sale be excepted from the 
competitive bidding requirements of 
Rule U-50.? 

The sole problem with which we 
are concerned here is the requested 
exception of the proposed issue and 
sale from competitive bidding. <A 
hearing was held after appropriate 
notice, a brief was filed by Northern 
Indiana on this question, and we heard 
oral argument thereon. Other ques- 





1 Northern Indiana is a subsidiary of Clar- 
ence A. Southerland and Jay Samuel Hartt, 
trustees of Midland Utilities Company, a regis- 
tered holding company. 

2 The rule provides certain limited exceptions 
to the normal standard of competitive bidding, 
which, as to § 6(b) applications, require an 
express finding by the Commission that com- 
pliance with the competitive bidding rule is 
not “appropriate in the public interest or for 


[13] 


193 


the protection of investors or consumers as a 
condition to the exemption of such issuance or 
sale from the provisions of § 6(a) of the act, 
or to aid the Commission (in carrying out the 
ee of § 6(b) of the act) to determine 

terms and conditions as it may be ap- 
scupélath to impose in the public interest or for 
the protection of investors or consumers in 
exempting such issuance or sale from the pro- 
visions of § 6(a) of the act. 
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tions concerning the proposed issue 
and sale, accounting adjustments, and 
other transactions are to be disposed 
of separately. 

Northern Indiana now has three 
series of preferred stock outstanding, 
each of $100 par value, with dividend 
preferences of 7 per cent, 6 per cent, 
and 53 per cent, respectively. Ag- 
gregate dividend requirements are now 
$1,377,469 annually on these shares. 
Some years ago under the former 
Insull management the company fell 
into arrears on its preferred stock, but 
improved earning power and debt re- 
financing enabled it to pay off the ar- 
rears by the end of 1942, and current 
dividend requirements are now being 
earned. The company proposes to call 
its existing preferred shares at their 
respective call prices * and to issue an 
identical number of new preferred 
shares, $100 par value, with a 5 per 
cent cumulative dividend, offering 
them first in exchange for the old 
shares, and selling the balance to un- 
derwriters for public distribution. 
The dividend requirements on the new 
shares would be $1,100,390 annually, 
and this amount together with fixed 
charges, after giving: effect to the en- 
tire program proposed, would be cov- 
ered by pro forma earnings about 1.76 
times. 

Northern Indiana believes it would 
be to the best interests of itself and 





8 The funds required for redemption, exclu- 
sive of adjustments for accrued dividends, 
would be: 


7% Series, 69,858 sh. at $115 per 
sh. 

6% Series, 124,505 sh. at $107.50 
per sh. 

yd Series, 25,715 sh. at $105 per 


$8,033,670 
13,384,288 
2,700,075 


$24,118,033 
194 
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its security holders to exchange as 
many of the new shares as possible 
for old shares in the hands of exist- 
ing holders, paying in cash the differ- 
ential between the offering price of 
the new shares and the call price of 
the old. It believes that existing 
stockholders would be benefited tax- 
wise by such exchanges, and estimates 
that the compensation it must pay to 
investment bankers for soliciting such 
exchanges would be less than the cost 
of selling the entire issue to the gen- 
eral public. These are among the 
reasons for its plan to make the offer- 
ing initially to its existing preferred 
stockholders, employing investment 
bankers to solicit exchanges and to 
underwrite the unexchanged portion 
of the new issue. 

The company proposes to com- 
pensate the bankers on a sliding scale 
for exchange solicitation, contending 
that by this method savings resulting 
from exchanges (as distinguished 
from cash sales) will be likely to ac- 
crue to it rather than to the under- 
writers. It has entered into a tenta- 
tive arrangement whereby Stone & 
Webster and Blodget, Inc., and Harri- 
man, Ripley & Co., Inc., would lead 
a large group of bankers which would 
be paid for soliciting exchanges stand- 
ing by during the exchange period, and 
purchasing for public distribution all 
shares not taken by existing stock- 
holders in exchange for old shares. 

As of March 6, 1944, there were 
15,168 holders of Northern Indiana’s 
preferred stock. Of these, 957 hold- 
ers owning 50 or more shares each 
held 103,987 of the total 220,078 
preferred shares outstanding. The 
remaining shares were held in rela- 
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tively small amounts. Geographical 
distribution was as follows: 

Holders No. of Shares 
5,625 69,883 
4,584 38,320 
2,057 25,657 


609 40,104 
2,293 46,114 


15,168 


220,078 

Under the proposed arrangement 
the bankers would receive compensa- 
tion equal to (a) $1 as a standby 
charge for each of the 220,078 new 
shares, plus (b) an amount varying 
from 50 cents for each share ex- 
changed (if not more than 110,000 
shares) to 75 cents for each share ex- 
changed (if more than 198,000 
shares) ; plus (c) an amount varying 
from $1.50 per share purchased by 
the underwriting group (if the ag- 
gregate number purchased is less 
than 22,000 shares) to $2.50 per 
share purchased (if such aggregate 
is 110,000 shares or more). 

Thus the minimum compensation, 
if all shares were exchanged, would 
be $1.75 per share or a total of $385,- 
136; and the maximum, if no shares 
were exchanged, would be $3.50 per 
share or a total of $770,273. North- 
ern Indiana estimates that about 80 
per cent of the new shares will be 
issued in exchange for the old. On 
this basis payments to the bankers 
would be slightly over $420,000, or 
$1.90 per share. 


As heretofore stated, the company 
requests an exception from the pro- 
visions of Rule U-50 requiring com- 
petitive bidding as a condition to the 
proposed security issue. We believe 
the request must be denied. 


Residence 
Indiana 
Illinois 
Wisconsin 
New York 
(Scattered) 4 


We should make it clear first that 
we do not take issue with the com- 
pany’s view as to the desirability of 
the refinancing or with the method of 
exchange as the means of achieving 
it. Nor do we necessarily disapprove 
the principle of compensating under- 
writers on a sliding scale.® 

However, the grounds for the com- 
pany’s preference for private nego- 
tiation do not appear to us to be suf- 
ficiently persuasive to justify the 
granting of an exception, and the 
method through which the under- 
writers were selected and their com- 
pensation arrived at, and by which 
the public offering price is to be set, 
is subject to objections of a kind 
that formed a substantial part of the 
basis for our adoption of the competi- 
tive bidding rule. 

As we have noted, Northern In- 
diana regards a large volume of ex- 
changes as desirable because the 
financing is expected to be cheaper 
by that method. It also desires to re- 
tain as many of the present preferred 
stockholders as possible. It regards 
the sliding scale of compensation as 
an incentive to the underwriters to 
procure as many exchanges as pos- 
sible in preference to direct sales, and 
as a method of retaining for itself a 
portion of the savings in financing 
costs which would result from a large 
volume of exchanges. 

Assuming a sliding scale of com- 
pensation, varying with the number 
of exchanges accomplished, the com- 
pany contends that competitive bid- 
ding is not feasible since bids might 
vary at the several levels in the scale, 





_ * Residing in all other states except one, and 
in the District of Columbia and foreign coun- 
tries. 
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5 Of course we do not now pass upon the 
particular scale discussed above. 
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one bid being more favorable for a 
certain number of exchanges, a sec- 
ond bid for a different number of ex- 
changes, a third for still another num- 
ber of exchanges, and so on. This, 
the company asserts, would render it 
impossible to pick the best bid. 

As an alternative, our staff ad- 
vanced the tentative suggestion that 
bids be solicited specifying (a) the 
public offering price for the new 5 
per cent preferred and (b) a lump 
sum to compensate the underwriters 
for the over-all job of soliciting ex- 
changes, standing by, and underwrit- 
ing shares not exchanged. This sug- 
gestion contemplated that the under- 
writers would be permitted to begin 
selling the stock during the exchange 
period subject to the stockholders’ 
prior right of exchange. The com- 


pany objected that the bids on (b) 


would probably be based on ultra- 
conservative estimates of the number 
of shares likely to be exchanged, and 
if actual exchanges exceeded the esti- 
mates the underwriters rather than 
the company would benefit from the 
resulting low flotation costs; but this 
objection overlooks the fact that in- 
vestment bankers when competing for 
business are not more likely to be 
influenced by ultra-conservative esti- 
mates than when fixing their terms 
in noncompetitive transactions. The 
successful bidder in a competitive 
transaction is ordinarily not a banker 
who is excessively pessimistic either 
as to the merits of the security or as 
to the difficulties of marketing it. 

In addition, the company contends 
that the proposed compensation is 
“fair and reasonable,” that the price 
to be paid to the company for unex- 
changed shares is “expected” to be 


“adequate,” and that the company’s 
officers “in the exercise of their best 
business judgment and after con- 
sultation with experts in the field ot 
corporate financing” have concluded 
that the present proposal is the best. 

While some of the grounds offered 
by the company may possess a certain 
validity, they are not, in our opinion, 
sufficiently cogent to justify conclud- 
ing the matter in favor of an excep- 
tion from the rule. In the first place 
it is by no means certain that com- 
pensation on a sliding scale offers the 
expected inducement to underwriters 
to effect exchanges in preference to 
sales; nor is it necessarily true that, 
if bids were made competitively on a 
sliding scale, differences in the bids 
at varying levels of the volume of 
stock exchanged would be such as 
to preclude the selection of the best 
bid from among them. It is entire- 
ly possible that one bid may be supe- 
rior to the rest in all levels, or at least 
for the volume of exchanges that the 
company considers within the range 
of probability. The selection of the 
best bid by the company need not be 
a purely mechanical matter. The 
company has its own estimate of 
the probable volume of exchanges. 
Dean H. Mitchell, the company’s 
president, testified that he thought at 
least 80 per cent of the outstanding 
shares would be exchanged for the 
new stock. Even with bids on a slid- 
ing scale the company would be well 
within its rights in attaching weight 
to the bid that seemed most favorable 
to it at the level of exchanges which 
it anticipates, and discarding other 
bids even though they appeared more 
favorable at other levels. 

The remainder of the company’s 


53 PUR(NS) 196 





cn ee Rae ee ee ee ee ee ee rere vy 


RE NORTHERN INDIANA PUBLIC SERVICE CO. 


arguments—that the compensation is 
fair and reasonable, that the price 
for the unexchanged shares is ex- 
pected to be adequate, that the off- 
cers have exercised their best busi- 
ness judgment, and that experts have 
been consulted—are not peculiar to 
the situation presented by this ex- 
change program, They are the famil- 
iar arguments advanced in opposi- 
tion to the general principle of com- 
petitive bidding embodied in Rule 
U-50. In adopting the rule we point- 
ed out that bids on a competitive basis 
are in general likely to be of substan- 
tial aid in determining whether or not 
the price and other terms of the issue 
are fair and reasonable, and our 
adoption of the rule was in part for 
the very purpose of affording assist- 
ance in the determination of such 


questions. The company’s contentions 


in this respect cannot, therefore, serve 
as a basis for an exception from the 
rule in the absence of extraordinary 
circumstances. 


An additional point raised by the 
company requires mention, although 
it was not specifically directed to the 
appropriateness of competitive bid- 
ding. Counsel for Northern Indiana 
referred in his argument to a recent 
slump in the market, which he attribut- 
ed to “invasion jitters,” as a reason 
why the company preferred the ar- 
rangements it had made. The im- 
plication seems to be that if we require 
competitive bidding in this case and 
the company misses its market owing 
to unsettled conditions arising out of 
the war, responsibility for the mis- 
fortune would be on our shoulders. 
We must reject any such implication. 

We recognize, of course, that news 
adversely affecting market action may 
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result in unsatisfactory bids—or no 
bids—in the case of any financing at 
any time. But this factor is by no 
means peculiar to issues offered at 
competitive bidding. It is common 
practice for bankers in negotiated 
deals to protect themselves by escape 
clauses. Indeed, in the very contract 
proposed here, between Northern In- 
diana and the bankers selected by it, 
there is the following provision: 

“14. Termination by Representa- 
tives. This agreement may be termi- 
nated at any time prior to the closing 
date, by the [Bankers’] Representa- 
tives if there shall have oc- 
curred any international developments 
resulting in, or if the market value 
of securities in general or political, 
financial or economic conditions shall 
result in, a state of demoralization of 
the financial markets in the United 
States of America, which, in the judg- 
ment of the Representatives renders 
it either inadvisable to proceed with 
the Exchange Offer or inadvisable to 
proceed with the offering of the Un- 
exchanged Stock agreed to be pur- 
chased hereunder. .’ (Italics 
added. ) 

We turn now to an examination 
of the negotiations conducted in this 
case. 

The exchange program coupled 
with a standby underwriting agree- 
ment has, according to Mitchell’s 
testimony, been contemplated for sev- 
eral years, during which discussions 
were held at intervals with Harriman, 
Ripley & Co., Inc., and with Stone & 
Webster and Blodget, Inc. During 
the summer of 1943 discussions with 
Harriman, Ripley & Co. were resumed 
and the transaction was given consid- 
erable study, but certain provisions 
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of the tax law, since amended, made 
it inadvisable to refinance at the time. 
In October, 1943, Stone & Webster 
and Blodget expressed an interest in 
formulating a refinancing plan, but 
still no definite proposal was evolved. 

Early in 1944 the company became 
convinced that from a market view- 
point it was feasible to proceed with 
the transaction, and active discussions 
were again held with both financial 
houses. On February 2, 1944, Harri- 
man, Ripley & Co. furnished the com- 
pany with a tentative schedule of fees 
for the refinancing program. Despite 
the fact that this schedule was only 
tentative and that no schedule at all 
had been submitted by Stone & 
Webster and Blodget, the company 
early in March, 1944, orally advised 
the two houses that they would be 
jointly engaged as exchange solicitors 


and underwriters, with 75 per cent of 
the issue going to Stone & Webster 
and Blodget and 25 per cent to Harri- 
man, Ripley & Co. 

On April 5, 1944, the present ap- 


plication-declaration was filed. On 
April 13, 1944, a conference was held 
between the company and Harriman, 
Ripley & Co., Inc., and Stone & 
Webster and Blodget, Inc. This was 
the first meeting of the company with 
the two houses since it informed them 
that they were jointly awarded the re- 
financing. At this conference, Harri- 
man, Ripley & Co. withdrew the tenta- 
tive schedule of fees it had submitted 
on February 2, 1944, asserting that 
market conditions for preferred 
stocks had changed, and the two un- 
derwriting firms then submitted a new 
schedule of fees covering their com- 
pensation. The schedule had been ar- 
rived at without the participation of 
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the company, and was somewhat high- 
er than the prior tentative offer sub- 
mitted by Harriman, Ripley & Co. 
It was approved by the company and 
is embodied in the filing before us. 
Up to April 28, 1944, when oral 
argument was held before us, the 
price the underwriters would offer for 
the unexchanged shares, and _ the 
length of time for the exchange offer, 
were undetermined. 

An oral understanding exists be- 
tween the company and Harriman, 
Ripley & Co. and Stone & Webster 
and Blodget that if the present ap- 
plication for an exception from Rule 
U-50 is denied and the issue is held 
subject to competitive bidding, the two 
firms will be paid for services al- 
ready rendered and expenses incurred 
in an amount not to exceed $20,000.° 

An exhibit introduced in the rec- 
ord contains a tentative list of 70 un- 
derwriters assembled by Stone & 
Webster and Blodget and Harriman, 
Ripley & Co. With few exceptions, 
practically every underwriting house 
of importance is included in the list. 

It thus appears that the company 
made its selection of underwriters 
without definite knowledge of the 
terms they would offer. It appears 
further that the possibility of sub- 
mitting the refinancing to competi- 
tive bidding was summarily dis- 
missed by the company. Mitchell 
testified that he did not know how 
competitive bidding could be effected 
with an exchange offer, and that both 
of the designated underwriting houses 
told him, in response to his question 
on the subject, that competitive: bid- 
ding was not feasible. Our staff is 





8 The question of approving or disapproving 
this payment is not now before us. 
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available for consultation on financing 
proposals and for the expression of 
its opinion on the appropriateness of 
applying for an exemption from com- 
petitive bidding in a security flotation. 
Its views were not sought. The de- 
cision to request the exemption was 
that of the company alone, and the 
only outside advice it had was not 
disinterested. 

We may note that in 1942 we re- 
jected a similar request by the Public 
Service Company of Indiana, which, 
like the applicant, is a company in the 
Midland United System, with respect 
to a proposed issue of bonds under 
circumstances of which the present 
application is reminiscent. In Re 
Public Service Co. of Indiana? we 
said: “Our competitive bidding rule 
applies, and was intended to apply to 
all such securities and to preferred 
and common stocks as well. Indeed, 
there is usually more reason for re- 
sorting to competitive bidding in the 
case of securities below the high grade 
bond level because it is normally more 
difficult to ascertain a fair and ade- 
quate price for them. The range of 
fluctuation is greater for such securi- 
ties. Competitive bidding—with all 
prospective purchasers given an op- 
portunity to buy the proposed securi- 
ties—insures that the most equitable 
price will be obtained. 

“We must also reject the sugges- 
tion that an exception from our com- 
petitive bidding requirements should 
be granted because there is a possi- 
bility that bidding may result in a 
lower price than can be obtained un- 
der the present commitment. True, 
such a possibility exists but there is, 
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at the least, an equal possibility that 
the bonds may be sold at higher prices 
through competitive bidding. If such 
an argument were permitted to be per- 
suasive, the competitive bidding rule 
could be completely nullified in every 
case where, notwithstanding our 
Rule, a company enters into a private 
contract for the sale of securities and, 
thereafter, petitions for an exception 
to the Rule. Furthermore, this argu- 
ment ignores the fact that our com- 
petitive bidding rule is also designed 
to assure the maintenance of competi- 
tive conditions and to eliminate any 
possibility that affiliated underwriters 
or other purchasers will monopolize 
the distribution or purchase of securi- 
ties or will obtain them on more 
favorable terms than others. 

“In promulgating the Rule, we ob- 
viously did not intend that exceptions 
from it would be lightly granted; an 
issuer, therefore, cannot act on the as- 
sumption that no attempt need be 
made to comply with its general re- 
quirements. It appears to us 
that the company unwarrantably as- 
sumed that it could disregard the com- 
petitive bidding rule and make such 
full arrangements for the private sale 
of its securities that the Commission 
would be compelled to grant its ap- 
plication for an exception or else face 
the onus of delaying the issue. We 
cannot permit ourselves to be jockeyed 
into such a position. Pi 

An appropriate order will issue 
denying the request for exception 
from Rule U-50. 


O’BrIEN, Commissioner, dissent- 
ing: The company has only recently 
been able to pay off its preferred divi- 
dend arrears. It appears that the 
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present stockholders are widely scat- 
tered and their holdings are in general 
relatively small. In fact, in round 
figures the 220,000 outstanding pre- 
ferred shares are held by 15,000 
stockholders, making the average hold- 
ing about 15 shares. The task of 
soliciting exchanges will not be like 
the usual distribution job, and we all 
agree that exchanges of stock will be 
in the best interests of the company 
and its security holders. The cir- 
cumstances in the aggregate raise sub- 
stantial doubts in my mind as to the 
feasibility of competitive bidding in 
this case, and I would grant the re- 
quested exception. I do not concern 
myself here with the particular terms 
and conditions of the proposed under- 
writing and exchange agreement. 
These would be subject, were exemp- 
tion granted, to the otherwise applica- 
ble standards of the Holding Com- 
pany Act. 


ORDER 


Applications and declarations hav- 
ing been filed by Northern Indiana 
Public Service Company under the 
Public Utility Holding Company Act 
of 1935 with respect to various trans- 
actions including the proposed issue 
and sale by said company of 220,078 
shares of new cumulative 5 per cent 
dividend preferred stock, $100 par 
value ; 

Said company having requested 
that such issue and sale be excepted 
from the provisions of Rule U-50 of 
the General Rules and Regulations 
promulgated under said act; the Com- 
mission having duly considered the 
matter and having this day issued its 
opinion herein; 

In accordance with said opinion, and 
pursuant to the applicable provisions 
of said act and Rule U-50, it is 

Ordered that said request for ex- 
ception be and hereby is denied. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re State Long Distance Telephone 
Company 


2-U-1948 
April 1, 1944 


pcan ie of alleged illegal extension of telephone service; 

extension held to be illegal and removal ordered. Rehear- 

ing denied and petition by subscriber for leave to intervene 
demed May 9, 1944 


Monopoly and competition, § 84 — Telephone extension — Notice to existing com- 


pany. 


1. An extension of service by a telephone company having lines along one 
side of a highway is in violation of § 196.50(2), Statutes, when made with- 
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out notice to a company having lines along the other side of the highway, 
where the extension crosses the highway to serve a residence on a farm to 
which the other company has extended a line for service to another resi- 
dence, regardless of whether this is an extension of a main line or the 
construction of a service drop, p. 202. 


Monopoly and competition, § 84 — Telephone extension — Occupied territory — 
Consent of Commission or other company. 

2. The matter of extending telephone service into occupied territory with- 

out the notice required by § 196.50(2), Statutes, is not res adjudicata be- 

cause of a Commission order or consent of the occupying company to ex- 

tension of a line at an earlier date, since neither the Commission nor the 

other company has the power to alter the requirements of the statute, 


Dp. aoa. 


By the Commission: H. G. Nellis, 
general manager of North-West 
Telephone Company, Tomah, on De- 
cember 8, 1943, informed the Com- 
mission that the State Long Distance 
Telephone Company, Elkhorn, Wal- 
worth county, had extended its lines 
to the Luckow farm in the town of 
La Grange, Walworth county, with- 


out notifying the North-West Tele- 
phone Company, which renders sery- 
ice in such town, of intention to make 


the extension of service. Charles H. 
Wiswell, president and general man- 
ager of State Long Distance Tele- 
phone Company, in a letter filed with 
the Commission on December 22nd 
admitted that service had been ex- 
tended to the Luckow farm. Because 
it appeared that such extension was 
illegal in that the provisions of § 196.- 
50(2), Statutes, had not been complied 
with, the Commission on December 
24th issued an order to the State Long 
Distance Telephone Company to 
show cause why it should not be re- 
quired to remove such extension of 
facilities and to discontinue service to 
the Luckow premises. 


APPEARANCES: H. G. Nellis, Gen- 
eral Manager, Tomah, for North- 
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West Telephone Company; Charles H. 
Wiswell, President and General Man- 
ager, Wyman W. Wiswell, Vice 
President and Assistant General Man- 
ager, Howard Vincent, Plant Super- 
intendent, and Alfred L. Godfrey, 
Attorney Elkhorn, State Long Dis- 
tance Telephone Company; Kenneth 
Jackson, Rates and Research Depart- 
ment, of the Commission staff. 

A decision in this matter was de- 
ferred until a field investigation could 
be made by our engineering staff and 
a map prepared to assist us in a re- 
view of the testimony. 

The Luckow farm is located in 
section 26, town of La Grange, Wal- 
worth county. It lies between U. S. 
highway 12 and Lauderdale lake and 
is west of the highway, on which it 
abuts. Both companies have lines 
along highway 12 past the farm. The 
line of the North-West Company is 
west and the line of the State Long 
Distance Company is east of the 
highway. On the farm are a farm- 
house, occupied by George Stallman, 
farm manager, and a cottage of Rus- 
sell Luckow. The residence occupied 
by Stallman is 916 feet from the.State 
Long Distance Company line on high- 
way 12 and is 365 feet southeast of 
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the Luckow cottage which has tele- 
phone service from the North-West 
Company. The contested extension 
was made to the Stallman residence 
and involved the setting of three new 
poles and contact of one electric com- 
pany pole. 

The North-West Telephone Com- 
pany objects to the extension on the 
grounds that it was made in violation 
of § 196.50(2), Statutes, and that the 
North-West Telephone Company 
could serve the premises by an exten- 
sion from either the highway or the 
Russell Luckow cottage that would 
be shorter than the extension by 
State Long Distance Telephone Com- 
pany. 

[1] The position of the State Long 
Distance Telephone Company is that 
(1) it has made no extension of its 
lines but has merely installed a cus- 


tomer drop; (2) that the matter is 
res adjudicata because a January 14, 
1914, order of the Railroad Commis- 
sion in Docket U-529, 13 Wis RCR 
597, authorized the company to ex- 
tend its line 14 miles north of the 


then existing terminus at the 
Sterlingworth hotel for such sub- 
scribers as wanted service, and the 
Luckow premises are within 14 miles 
on highway 12 of the former ter- 
minus at the Sterlingworth hotel; 
(3) that the company had a right 
and also a statutory duty to serve 
the Luckow premises because its line 
was in place in front of the Luckow 
farm on highway 12; and (4) that 
the service drop to the Luckow farm 
was made from a main line which was 
in place not only because of the 1914 
order but by consent of the North- 
West Telephone Company in docket 
2-T-94, which concerned extension of 
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the line northward beyond the Luckow 
farm to another subscriber. 

Section 196.50(2) provides: 

“No public utility furnishing tele- 
phone service shall install or extend 
any telephone exchange for furnish- 
ing local service in any town where 
there is a public utility engaged in 
similar service, without first having 
served notice in writing upon the Com- 
mission and such other public utility 
of the installation or extension of 
such exchange which it proposes to 
make, or make such installation or 
extensions if the Commission, within 
twenty days after the service of such 
notice, shall, upon investigation, find 
and declare that public convenience 
and necessity do not require the in- 
stallation or extensions of such ex- 
change. Any public utility already 
engaged in furnishing local service to 
subscribers within any city or village 
may extend its exchange within such 
city or village without the authority 
of the Commission. Any public util- 
ity operating any telephone exchange 
in any city or village shall, on demand, 
extend its lines to the limits of such 
city or village for the purposes men- 
tioned and subject to the conditions 
and requirements prescribed in §§ 196.- 
04 and 196.19 subsections (4) and 
(3>).” 

It will be noted that such section 
refers to the extension of “any tele- 
phone exchange for furnishing local 
service in any town where there is a 
public utility engaged in similar serv- 
ice.” Regardless of whether the ex- 
tension of service to the Stallman res- 
idence on the Luckow farm is an ex- 
tension of a main line or the construc- 
tion of a service drop, such construc- 
tion nevertheless is an extension of the 
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Elkhorn exchange of the State Long 
Distance Telephone Company in the 
town of La Grange for furnishing 
local service in such town. The North- 
West Telephone Company is another 
public telephone utility engaged in 
rendering local telephone service in 
the town of La Grange. In fact, the 
manager of such company stated’ that 
eighty-seven of eighty-eight subscrib- 
ers served by the company from its 
La Grange exchange reside in the 
town of La Grange. Therefore, un- 
der the statute, the State Long Dis- 
tance Telephone Company should have 
notified the Commission and_ the 
North-West Telephone Company be- 
fore extending service to Stallman. 
Since the company did not do so, the 
extension is illegal. 

[2] The further contention of the 
State Long Distance Telephone Com- 


pany that the matter is res adjudicata 
because of a 1914 order of the Rail- 
road Commission and because of con- 
sent of the North-West Telephone 
Company to extension of a line north 
beyond the Luckow farm is without 


merit. The president of the State 
Long Distance Telephone Company 
testified that his company served the 
Luckow farm under authority of the 
1914 order from 1921 through 1924, 
when service was discontinued. The 


consent of the North-West Telephone 
Company referred to concerned only 
extension of service to one subscriber 
residing north of the Luckow farm. 
The North-West Company has served 
the Russell Luckow cottage on the 
Luckow farm for some time. Neither 
the Railroad Commission, this Com- 
mission, nor the North-West Tele- 
phone Company has the power to 
alter the requirements of § 196.50(2), 
Statutes, which was enacted in 1913. 
There must be compliance with the 
provisions of such section before an 
exchange is extended by a telephone 
utility to furnish local service in a 
town where another telephone utility 
renders local service. There was no 
compliance with the law in this case. 


Finding 


The Commission finds : 

That the extension by State Long 
Distance Telephone Company of its 
Elkhorn exchange in section 26, town 
of La Grange, Walworth county, to 
the George Stallman residence on the 
Luckow farm is illegal. 


ORDER 


It is therefore ordered: 

That such extension be removed by 
the said State Long Distance Tele- 
phone Company forthwith. 
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Brotherhood of Railroad Trainmen 


Missouri Pacific Railroad Company, 
Guy A. Thompson, Trustee 


Case No. 10,377 
April 15, 1944 


“pease against placing baggage car on rear of passenger 
train; enforcement of statute relating to position of cars on 
passenger trains ordered. 


Railroads, § 32 — Arrangement of cars — Governing statutes. 
1. The statute making the operation of carrying a baggage car on the rear 
of a passenger train unlawful has not been superseded and rendered invalid 
by the enactment of the Public Service Commission Law or the Federal 
Safety Appliance Act, p. 206. 

Interstate commerce, § 4 — State powers — Effect of absence of Federal action. 
2. In the absence of Federal action, state regulatory laws will be upheld on 
a particular subject regardless of their effect upon interstate commerce, and 
although the operation of such state laws may burden or impede interstate 
commerce, p. 209. 

Interstate commerce, § 57 — Regulation of railroads — Arrangement of cars. 
5. That the running time of an interstate train will be increased some twelve 
to fifteen minutes between two cities in different states, if a baggage car 
is required by state law to be carried forward in the train rather than on 
the rear, does not so burden or impede interstate commerce as to nullify the 
provisions of the statute, in the absence of Federal laws or regulations gov- 
erning the subject, p. 209. 

Railroads, § 32 — Arrangement of cars — Passenger trains. 


4. The question of whether or not the carrying of a baggage car on the rear 
of a passenger train is safe or unsafe is not material in determining whether 
a statute requiring such arrangement should be enforced, p. 211. 


> 


By the CoMMISsSION : after called Complaint), charging the 

I operation of a “dead-end” or “blind” 

’ baggage car on the rear of Missouri 

Complaint Pacific Train No. 11 between St. 

The Brotherhood of Railroad Louis and Kansas City, Missouri, and 
Trainmen filed an application in the that it is in “conflict” with § 5212, 
nature of a complaint (and herein- Rev Stats of Missouri, 1939, and 
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“creates an unsafe and hazardous 
condition to all passengers and em- 
ployees working on or traveling on 
Train No. 11.” The complaint prayed 
for an order of the Commission re- 
quiring the discontinuance of the prac- 
tice. 


II 
Answer 


In due time Guy A. Thompson, trus- 
tee, Missouri Pacific Railroad Com- 
pany, debtor, filed his answer to the 
complaint, admitting that a baggage 
car is carried on the rear of Train No. 
11, but alleged that the car in ques- 
tion is not of the type commonly called 
“dead-end” or “blind,” but that in each 
end of said baggage car there is a 
door permitting passage of employees 
to and from the same. The answer 


further alleged that the purpose of 
carrying this baggage car on the rear 


of the train is to save twelve to fifteen 
minutes of time at Kansas City as it is 
loaded with mail and baggage ter- 
minating at Kansas City, since the 
baggage car can be cut off from the 
train at Kansas City while passengers 
are being loaded and unloaded, and the 
engine is being serviced. The answer 
further alleged that the train carries 
a capacity number of passengers, in- 
cluding those in the armed service, im- 
portant mail, etc., and that the rail- 
road in these times must endeavor to 
find ways to eliminate unnecessary de- 
lays. After alleging that the baggage 
car is equipped with a back-up hose on 
the rear of the train and with an emer- 
gency stop valve on the inside of the 
door of the car which provides for an 
emergency stop, if required, and that 
there is ample vision and sufficient op- 
portunity to control the train from this 
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car, the answer prays that the com- 
plaint be dismissed. 


III 


The Hearing and Appearances 
Thereat 


After due notice of hearing to all 
interested parties, the case was heard 
before two members of the Commis- 
sion at its hearing room in Jefferson 
City, Missouri, on January 17, 1944. 
The complainant and defendant ap- 
peared by counsel. Mr. L. D. Powell, 
representative of the Brotherhood of 
Railroad Trainmen of the Eastern Di- 
vision of the Missouri Pacific Rail- 
road Company, testified for the com- 
plainant ; and Messrs. B. W. Smith and 
R. F. McCaslin, superintendent of 
safety and inspector of passenger train 
transportation, respectively, testified 
for the defendant. Time was extend- 
ed to thereafter file briefs. 


IV 
The Facts 


This Train No, 11 is known as the 
Colorado Eagle. It is a streamlined 
Diesel powered passenger train op- 
erated by the Missouri Pacific Railroad 
between St. Louis, Missouri, and Den- 
ver, Colorado. The locomotive and all 
the cars, except this baggage car, 
traverse the entire route daily. This 
train through Missouri generally con- 
sists, in the order named, of a bag- 
gage-express car, three coaches, a din- 
ing lounge, two sleeping cars, and, at 
the rear, this storage, mail and express 
car No. 702, of which the complaint is 
made. This baggage car No. 702, 
while attached to the rear of this pas- 
senger train, travels only between St. 
Louis, Missouri, and Kansas City, 
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Missouri, and at no time enters into 
any other state. It has doors in each 
end but has no vestibule or platform 
at either end. It is a conventional type 
baggage car equipped with sill steps 
and grab irons in conformity with the 
Safety Appliance Act. 

The sleeping car immediately in 
front of this baggage car No, 702 has 
a vestibule at one end only, and which 
is carried forward in the train. On 
alternate days an additional sleeper is 
placed in the train which is equipped 
with a vestibule at each end. With the 
exception of the sleeper operated on 
alternate days all the cars are of light 
weight, low center gravity, all steel 
construction, with steel plates on the 
side in addition to steel underframe, 
and in order to maintain its schedule 
the train must operate at an average 
speed of 60 to 70 miles per hour, but 


has a maximum speed of 90 miles per 


hour. The defendant is an interstate 
railroad and this train is an interstate 
train, but the testimony does not indi- 
cate that any interstate mail, baggage, 
or other matter is carried in this car. 
The answer alleged that the mail and 
baggage carried in this car terminated 
at Kansas City, and there is no proof 
as to whether any of it originated at 
points outside of Missouri. 

In the view which we take of the 
matter, that we are controlled by stat- 
ute in the decision of this case, we 
deem it unnecessary to review the tes- 
timony any more fully than we have 
done, but if we have omitted any nec- 
essary tacts in the foregoing they will 
be hereinafter treated. 


V 


Contentions 
At the close of the hearing, counsel 


for complainant stated that it is the 
complainant’s principal contention that 
the operation of this passenger train 
with a baggage car on the rear is a vio- 
lation of § 5212 Rev Stats Mo 1939, 
In addition thereto the complaint also 
alleges that such operation creates an 
unsafe and hazardous condition to the 
passengers and employees working on 
or traveling on said train. 


It is the contention of the defend- 
ant railroad company in its brief that 
said § 5212 has been superseded and 
rendered invalid by the enactment of 
the Public Service Commission Law in 
1913 and by the adoption of the Fed- 
eral Safety Appliance Act. And the 
railroad further contends that at all 
events the proof was wholly insufficient 
to show that such operation of the bag- 
gage car was unsafe and dangerous to 
the passengers and employees of such 
train. 

Opinion 

[1] Said § 5212 Rev Stats Mo 1939 
was enacted in 1879, and has remained 
unchanged since that time. The Fed- 
eral Safety Appliance Act was enacted 
in 1893, and still remains the law, with 
later amendments. Our Public Serv- 
ice Commission Law was enacted in 
1913, Session Laws 1913, pp 556- 
561. 

Said § 5212 reads as follows: ‘“In- 
forming a passenger train, baggage, 
freight, merchandise, or lumber cars 
shall not be placed in rear of passenger 
cars; and if they, or any of them, shall 
be so placed, the officer or agent who 
so directed or knowingly suffered such 
an arrangement, and the conductor of 
the train, shall be deemed guilty of a 
misdemeanor, and be punished accord- 
ingly.” 
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The defendant in brief has only cited 
us particularly to §§ 5623 and 5626 
(Rev Stats 1939) of our Public Serv- 
ice Commission Law, as supporting its 
contention that § 5212 has been re- 
pealed by implication or was supersed- 
ed or. rendered invalid. Section 5623 
gives the Public Service Commission 
jurisdiction over complaints relating 
to the “regulations, practices, equip- 
ment, appliances, or service of any such 
common carrier, railroad corporation 

in respect to transportation of 
persons or property within this state. 
” 


Section 5626 clothes the Public 
Service Commission with authority, 
“to order repairs or changes in the 
tracks, switches, terminals or terminal 
facilities, stations, motive power, or 
any other property, construction, ap- 
paratus, equipment, facilities, or de- 
vice for use by any common carrier or 
railroad corporation in con- 
nection with the transportation of pas- 
sengers or property or any 
part thereof which are necessary to 
promote the security or convenience of 
the public or employees, or in order to 
secure adequate service or facilities for 
the transportation of passengers or 
property.” 

The repealing clause of the Public 
Service Commission Law, § 139, 
p 651, Session Laws 1913 (Now 
§ 5719 Rev Stats 1939) is interesting. 
It reads as follows: “That 
all . . . acts and parts of acts in 
conflict with this act are hereby re- 
pealed. The provisions of this act are 
not intended to repeal any law now in 
force unless in direct conflict there- 
with but ts intended to be supplemen- 
tal to such laws.” (Italics ours.) 

Before determining whether § 5212 
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has been repealed by implication 
through the enactment of the Missouri 
Public Service Commission Law, it is 
well to discuss two other sections of 
the Public Service Commission Law 
enacted in the act of 1913. They are 
§§ 5619 and 5641 Rev Stats Mo. 1939. 

Section 5619 reads as follows: “1. 
The Commission shall have the general 
supervision of all common carriers, 
railroad corporations and shall 
have power to keep informed 
as to their general condition, ; 
and the manner in which their lines and 
property, owned, leased, controlled, or 
operated, are managed, conducted, and 
operated, not only with respect to the 
adequacy, security, and accommodation 
afforded by their service, but also with 
respect to their compliance with all the 
provisions of law, orders, and decisions 
of the Commission and charter re- 
quirements.” (Italics ours.) 

Section 5641 provides: “Whenever 
the Commission shall be of the opinion 
that a common carrier, railroad cor- 
poration, is failing or omit- 
ting or about to fail er omit to do any- 
thing required of it by law or by order 
or decision of the Commission or is 
doing anything or about to do any- 
thing or permitting anything or about 
to permit anything to be done, con- 
trary to or in violation of law or of 
any order or decision of the Commis- 
sion, it shall direct the general counsel 
of the Commission to commence an 
action or proceeding in any circuit 
court in the state of Missouri in the 
name of the Commission for the pur- 
pose of having such violations or 
threatened violations stopped and pre- 
vented either by mandamus or in- 
junctions.” (Italics ours.) 

It will be observed that § 5212 
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makes this operation of carrying a 
baggage car on the rear of a passenger 
train to be a violation of law. After a 
careful comparison of these statutes, 
we are unable to see that either said 
8§ 5623 or 5626 or any other provi- 
sions of the Public Service Commis- 
sion Law has, impliedly or otherwise, 
repealed said § 5212. We have point- 
ed out how guardedly the General As- 
sembly limited the repealing clause to 
direct conflicts with other laws and to 
its declaration therein that the Public 
Service Commission Law was intended 
to be supplementary to other such laws. 

Weare further fortified in that con- 
clusion by the provisions of said 
§ 5619, which gives this Commission 
jurisdiction not only with respect to 
adequacy, security, and accommoda- 
tion afforded by railroad service but 
also with respect to their compliance 
with all the provisions of law, and by 
the mandates of § 5641 which compels 
us to direct our counsel to proceed 
when we are of the opinion that a rail- 
road corporation is violating the laws. 
Instead of the Public Service Commis- 
sion Act repealing (by implication or 
otherwise) superseding or rendering 
invalid § 5212 we think the whole pur- 
pose of the Public Service Commission 
Law, and particularly as evidenced by 
the last two named §§ 5619 and 5641, 
shows an intent to preserve all, or at 
least practically all of the statutory in- 
hibitions and prohibitions applicable to 
railroads existing when the Public 
Service Commission Law was passed 
in 1913. 

The cases cited in defendant’s brief 
are not to the contrary. The case of 
State ex rel Kansas City v. Public 
Service Commission, 301 Mo 179, 
PURI1924C 354, 257 SW 462, 
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strengthens the views which we have 
just expressed. That was the case in 
which this Commission permitted the 
railroad company to construct its 
tracks along and across certain streets 
in Kansas City without having ob- 
tained authority from the city, as re- 
quired by what is now § 5128 Rev 
Stats Mo 1939. It was urged in that 
case that the later enactment of stat- 
utes which are now §§ 5626 and 5627 
Rev Stats Mo 1939, impliedly repealed 
said § 5128 Rev Stats Mo 1939. -The 
court held to the contrary, saying: 
“Generally the entire Public Service 
Act construed in harmony with its let- 
ter and subject matter, offers no sub- 
stantial support ‘to the conclusion that 
it was intended to repeal any existing 
statute which under a reasonable in- 
terpretation of same could be held not 
to be in conflict therewith.” (PUR 
1924C at p 359.) 

Thus the Missouri Supreme Court, 
after quoting from the repealing § No. 
139 (now § 5719 Rev Stats 1939) of 
the Public Service Commission Act, it 
seems to us clearly laid down the rule, 
respecting contentions that the Public 
Service Act repealed existing statutes, 
to be that this act was intended to re- 
peal no existing statute which under 
any reasonable interpretation of the 
same could be held not to be in conflict 
therewith. 

A word discussing the other three 
cases cited in the defendant’s brief is 
sufficient to show how they may be 
distinguished from the situation at bar 
and furnish no support to defendant’s 
contention. In Cape Girardeau v. St. 
Louis-S. F. R. Co. (1924) 305 Mo 
590, 267 SW 601, 36 ALR 1488, the 
doctrine of implied repeal was applied 
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but on the ground that what is now 
§ 5626 Rev Stats Mo 1939, which does 
not mention railroad shops, does, how- 
ever, include railroad shops in the term 
“or any other property, construction, 
apparatus, equipment, facilities, or de- 
vices for use by any common carrier 
or railroad corporation.” In State ex 
rel. Alton R. Co. v. Public Service 
Commission (1934) 334 Mo 985, 70 
SW(2d) 52 (see also another case 
[1934] 334 Mo 1001, 70 SW(2d) 
61) holds that the Public Service 
Commission may order one-half the 
cost of a subway for highway traffic to 
be borne by the railroad company. But 
it is pointed out that the power to do 
so is granted by what is now § 5627 
Rev Stats Mo 1939. In McGrew Coal 
Co. v. Mellon (1926) 315 Mo 798, 
287 SW 450, the court held that a 
section of the statute enacted in the 
Public Service Commission Act in 
1913 (now § 5623 Rev Stats Mo 
1939) impliedly repealed an earlier 
rate statute but this conclusion is clear 
because § 5623 really covers rates in 
express language. 

A reading of its cases will show 
that the supreme court of this state 
has not promiscuously applied the doc- 
trine of implied repeal of earlier stat- 
utes by the enactment of the Public 
Service Commission Law, but ad- 
heres to a strict construction of the al- 
leged conflict for a determination of 
such a contention. 

When the Public Service Commis- 
sion Law was enacted in 1913 there 
were many statutes then existing de- 
fining certain acts and conduct of the 
railroad companies to be unlawful, 
practically all of which are still re- 
tained and to be found in Art 2, 
Chap 33, Rev Stats Mo 1939. This 


[14] 
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report and order will not be prolonged 
in order to discuss them all for it 
would be an endless task. But we 
most respectfully suggest that there 
are a great many provisions therein 
upon which it could as well and 
logically be argued that they were re- 
pealed by the enactment in 1913 of 
the Public Service Commission Law 
as the argument at bar that this § 52- 
12 making it a violation of law to 
carry baggage cars on the end of a 
train, has been repealed by the Public 
Service Commission Law _ enacted 
later. 

This Commission is of the opinion 
that § 5212 Rev Stats Mo 1939 has 
in no manner been repealed, super- 
seded, or rendered invalid by the en- 
actment of the Public Service Com- 
mission Law. 


2 


[2, 3] If the operation of carry- 
ing a baggage car on the rear of an 
interstate passenger train is covered 
or condemned by Congress in the 
Safety Appliance Act or if the orders 
of the Interstate Commerce Commis- 
sion made pursuant thereto have done 
so, then, in that event this Commis- 
sion would be without power or juris- 
diction to make any effective order 
in this case. State ex inf. Haley v. 
Missouri P. R. Co. (1929) 323 Mo 
653, 19 SW(2d) 879. In that case 
our supreme court recognized the fact 
that Congress had entered the field 
of the particular subject of safety 
appliances therein involved, the Inter- 
state Commerce Commission pur- 
suant thereto had covered the partic- 
ular operation involved, and that 
thereby Missouri statutes involved in 
that case were not effective, citing 


53 PUR(NS) 





MISSOURI PUBLIC SERVICE COMMISSION 


among ‘other cases, Southern R. Co. 
v. United States (1911) 222 US 20, 
56 L ed 72, 32 S Ct 2. The United 
States courts have consistently fol- 
lowed this last-cited case from the 
United States Supreme Court. The 
underlying principle is stated in Penn- 
sylvania R. Co. v. Public Service 
Commission, 250 US 566, 63 L ed 
1142, PUR1920A 909, 911, 40 S Ct 
36, is tersely stated: “ when 
the United States has exercised its 
exclusive powers over interstate com- 
merce, so far as to take possession of 
the field, the states no more can sup- 
plement its requirements than they 
can annul them.” 

But the Supreme Court of the Unit- 
ed States has been just as positive, 
when there has been no congressional 
entry into the field, in sustaining the 
power of the state and the force of its 
statutes. 

A few forceful examples may be 
cited of instances in which that court 
so ruled when there had been no con- 
gressional entry into that particular 
field and the state had statutes applica- 
ble to the operation of an interstate 
train in interstate commerce. For 
instance, the Electric Headlight stat- 
ute of the state of Georgia, in Atlantic 
Coast Line R. Co. v. Georgia (1914) 
234 US 280, 58 L ed 1312, 34 S Ct 
829. Another, the “full crew law” 
of Arkansas, in Chicago R. I. & P. 
R. Co. v. Arkansas (1911) 219 US 
453, 55 L ed 290, 31 S Ct 275. And, 
as recently as last year, the order of 
the Illinois Commerce Commission 
(on its finding that it was essential to 
the health, safety, and comfort of rear 
brakemen to do so) directing railroad 


terminal corporations to provide ca- 
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boose cars for its employees engaged 
in switching cars moving in interstate 
commerce, and such switching move- 
ments going from one state into an- 
other, in Terminal R. Asso. of St. 
Louis v. Brotherhood of Railroad 
Trainmen (1943) 318 US 1, 87 L ed 
571, 47 PUR(NS) 500, 502, 63 S Ct 
420. 

The court, per Jackson, J. said: 
“Appellant claims that there had been 
congressional occupation of the field 
by virtue of the Boiler Inspection Act 
(45 USCA §§ 22-34) the Safety Ap- 
pliance Act (45 USCA § 1 et seq.) 
and the Interstate Commerce Act 
(49 USCA § 1 et seq.) It is not 


contended, nor do we understand that 
these statutes by themselves and un- 
implemented by any action of the In- 
terstate Commerce Commission, lay 
down any requirement that the ca- 
booses shall or shall not be used on 


any of the runs in question. Nor is it 
contended that the Interstate Com- 
merce Commission itself has sought 
to make any such requirement. At 
least in the absence of such ac- 
tion these acts do not themselves pre- 
clude the state order. Atlantic Coast 
Line R. Co. v. Georgia (1914) 234 
US 280, 58 L ed 1312, 34 S Ct 829. 
H. P. Welch Co. v. New Hampshire 
(1939) 306 US 79, 83 L ed 500, 27 
PUR(NS) 238, 59 S Ct 438, and it 
is unnecessary to consider on this oc- 
casion and without the participation 
of the Interstate Commerce Commis- 
sion what may be the extent of its 
power under these acts. If it should 
in the exercise of granted power de- 
termine whether appellant must pro- 
vide cabooses, the state would be pow- 
erless to gainsay it. This and no more 
is the effect of Pennsylvania R. Co. 
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v. Public Service Commission, 250 
US 566, 63 L ed 1142, PUR1920A 
909, 40 S Ct 36.” 

In addition to the foregoing we 
also cite in support of our conclusion, 
without comment, South Carolina 
State Highway Dept. v. Barnwell 
Bros. (1938) 303 US 177, 82 L ed 
734, 58 S Ct 510, and California’ v. 
Thompson (1941) 313 US 109, 85 
L ed 1219, 39 PUR(NS) 55, 61 S 
Ct 930, where many other cases are 
to be found to the same effect. 

After diligent search we have been 
unable to find where either Congress, 
by legislation, or the Interstate Com- 
merce Commission, by order, has un- 
dertaken to specify the order and 
arrangement of cars in the makeup 
of a passenger train or has authorized 
or restricted the carrying of a baggage 
car on the rear end of an interstate, 
or any other, railroad passenger train. 
Nor have we in brief been cited to 
any. 

A perusal of these cases will con- 
vince the reader that, absent congres- 
sional entry in the particular field, 
state regulatory laws will be upheld 
on the particular subject regardless of 
their effect upon interstate commerce, 
and although the operation of such 
state laws may burden or impede in- 
terstate commerce. Upon such high 
authority, we are obliged to hold that 
although the running time of this 
interstate train will be increased some 
twelve to fifteen minutes between St. 
Louis and Denver, if this baggage car 
must be carried forward in this train 
rather than on the rear, that does not 
so burden or impede interstate com- 
meree as to nullify the provisions of 
said § 5212. 
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If, under the rulings cited, Georgia 
may require electric headlights upon a 
locomotive pulling a train from one 
state into another; if Arkansas may 
compel a full crew to operate such a 
train; and if Illinois can compel a ca- 
boose to be on a switching movement 
of freight cars running from one 
state into another, we see no reason 
why, ‘on principle, Missouri should 
not be able to enforce its statute 
(§ 5212 supra) forbidding the opera- 
tion of a baggage car upon the rear 
end of an interstate passenger train. 
The applicable regulatory state stat- 
utes, on the suggested operations, by 
these other states, have, in cases 
which we have previously cited here- 
in, been sustained by the highest au- 
thority and they are as closely related 
by analogy to the case at bar as could 
be found. 

[4] It is the opinion of this Com- 
mission that the question of whether 
or not the carrying of this baggage 
car on the rear end of this passenger 
train is safe or unsafe is not material 
herein, and that we must, in the per- 
formance of our duty herein, accept 
the provisions of said § 5212 as writ- 
ten. For that reason we have not set 
forth the evidence on the question of 
safety or discussed the matter. Even 
if we believed the operation to be a 
safe one, as to which we express no 
opinion, still it is our duty to enforce 
the statute. Sections 5619 and 5641 


supra. 
VII 


Conclusions and Orders 


The complaint alleges the fact to be 
that defendant is operating this pas- 
senger train and carrying a baggage 
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car on the rear of the train. The an- 
swer admits the fact and it has been 


proven. Our only duty is to direct 
the enforcement of the applicable law. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Village of Williams Bay 


2-U-1954 
March 18, 1944 


PPLICATION for authority to increase water rates; authority 


granted. 


Rates, § 313 — Combined billing — Additional customers. 
1. A water utility seeking additional revenue should apply a charge for 
additional customers on one meter, p. 214. 


Rates, § 313 — Multiple billing — Water service. 
2. A property owner arranging the piping on his premises, containing sev- 
eral buildings, so that the water service required by such buildings can be 
taken through one connection to the main should be served through one 


meter, p. 214. 


Rates, § 313 — Multiple billing — Noncontiguous premises — Single ownership. 
3. Premises owned or controlled by one person, firm, corporation, or asso- 
ciation should be metered separately where they are not contiguous, p. 214. 


Rates, § 313 — Multiple billing — Stores and flats in same building. 
4. Stores and flats in a building supplied through one meter are classified 
as customers if each flat or store is equipped with one fixture or more for 
rendering water service separate and distinct from the other users, p. 214. 


By the Commission: On January 
13, 1944, the village of Williams Bay, 
Walworth county, as a water utility, 
made application for authority to in- 
crease its rates from 8 cents to 12 
cents per thousand gallons for all 
water in excess of 200,000 gallons 
used in each 6-month billing period 
which would increase revenues ap- 
proximately $275 a year from thirteen 
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large customers and eliminate an al- 
leged loss on such service. 


APPEARANCES: Williams Bay Wa- 
ter Department, by W. H. Freytag, 
Attorney, Elkhorn, and by L. A. 
Rasmussen, Chairman, and Donald 
D. Dopke, Superintendent Williams 
Bay; P. A. Reynolds, Rates and Re- 
search Department, of the Commission 
staff. 
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The schedule of rates now applica- 
ble to general service users in Williams 


tions and the depreciation reserve 
leaves a rate base of $60,949. Operat- 


Bay is as follows: ing expenses in 1943 were $5,978 com- 
pared with $5,825 in 1939 when a 
cost study of the utility was made. 
The superintendent has testified that 
there has been considerable deferred 
maintenance which will have to be 
taken care of subsequent to the cessa- 
tion of hostilities. We have used the 


Minimum bill for each 6 months: 
§-inch meter 
“ “ 


Output charges—each 6 months: 
First 10,000 gallons 
Next 20,000 “ 
+. 20,000 
“50,000 
* 100,000 
Over 200,000 8 
All bills are due and payable semiannually on September 30th and March 30th of each year. 
If not paid by the 15th of the month following date of bill, 10 per cent penalty shall be added, 
and if not paid by the 25th of the month, water shall be shut off; $1 will be charged for turning 


minimum charge for each size meter 
30 cents per thousand gallons 
20 “ “ “ “ 


on the water again. 


Under the utility’s proposal the last 
step in the output charges would be 
12 cents. The utility estimates that 
such a charge would increase its rev- 
enues by about $408. 

Williams Bay is an unusual com- 
munity in that it is subject to ex- 
treme fluctuations in population. It 
is located on Lake Geneva and many 
of the water users reside there but a 
few months of the year. The per- 
manent residents number about 800. 
The population increases to 5,000 in 
the summer to create a water supply 
problem not present in other com- 
munities. Facilities must be avail- 
able to handle the demands of the 
maximum population. With the ex- 
tremes of population, the facilities for 
a considerable part of the year are 
either lightly loaded or carry no load 
at all. 

As of December 31, 1943, the book 
cost of the water system at Williams 
Bay as reported was $236,247. De- 
ducting from that figure the contribu- 
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1943 data in our study of the prospec- 
tive change in rates. 

To the operating expenses of $5,- 
978 for the year 1943 there has been 
added an allowance for depreciation 
of $3,517, local and school tax equiv- 
alent of $2,711, and a return com- 
ponent of $3,367, making the total 
cost of operating the utility $15,573. 
Revenues for that same period were 
$15,323. Apportioning the cost of 
operation between the two major 
classes of service results in the cost of 
general service of about $9,319, or 
$533 in excess of the revenues from 
this class of service. While the in- 
dicated cost of supplying fire protec- 
tion service is slightly below the 1943 
revenues, no modification of the charge 
for this service appears desirable be- 
cause of the uncertainties with respect 
to future maintenance. 

The utility has submitted an analy- 
sis of customers’ data. Adding to that 
the consumption of water by smaller 
users gives data upon which can be 
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checked the probable revenue under 
the proposed rate change. Elimina- 
tion of the 8-cent step without chang- 
ing the remainder of the schedule in- 
dicates that an increase in revenues of 
only about $273 per annum can be 
expected. Only thirteen customers 
would have their bilis increased by 
this change, the increases varying 
from $1.84 per year to $124.76. 

Analysis of the costs so as to al- 
locate the full charges and fixed ex- 
penses on a cubic foot of demand 
basis, results in the cost of about $5 
per cubic foot. Experience with 
other utilities has shown that the 
graduated service charges which vary 
with the size of the meter will absorb 
these demand and fixed costs, leav- 
ing output costs and the direct cost 
of filtration charged to general serv- 
ice to be covered by the rates per 
thousand gallons. The existing grad- 
uated minimum charges, which in- 
clude an allowance of 10,000 gallons 
of water for each 6-month billing 
period, appear equitable and in no need 
of modification at this time. 

To provide for the additional rev- 
enue of $553 noted as the difference 
between the 1943 revenues and the 
allocated expense of general service, 
the output schedule should be as fol- 
lows: 


First 
Next 


10,000 gals. or less each 6 mos. 


20,000 “ each 6 months 


50,000 
Over 200,000 
The utility’s practice of billing 
semiannually has been the cause of 
considerable controversy in the past 
few years. The utility has a rule 
on file which reads: 
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“Any consumer desiring to discon- 
tinue the use of water must give no- 
tice thereof in writing on or before 
the water rent is due or he will be 
charged with rent until the next reg- 
ular rent day. No lease of water will 
be made for a shorter period than one 
year except where water is used for 
purposes purely temporary and upon 
special terms.” 

Where the consumer gives the util- 
ity no notice of disconnection but him- 
self turns off the water and drains 
the system preparatory to closing up 
his place, the meter readers can get 
no accurate check on the consumption. 
In such cases the utility should render 
a bill for a minimum of 10,000 gal- 
lons (which for a 5/8 inch meter 
would be $4 for six months’ billing). 
At the next reading obtainable, if 
consumption has exceeded 20,000 gal- 
lons, only the excess above 20,000 
gallons should be billed at the 30 cents 
per thousand rate, with the other au- 
thorized rates applied to the remain- 
ing blocks. The rule herein pre- 
scribed gives consideration to this 
change. 

[1-4] Another serious considera- 
tion which has been underway since a 
previous rate investigation, is the 
question of charges for more than one 
customer on a meter. While the 


Sater sralhers Min. bill for each size meter 


30¢ net per M gallons 


“ ‘ 


opinion in that matter discussed a 
charge for the purpose of comprehend- 
ing this situation, the order did not in- 
clude it. If additional revenues are 
to be obtained, it is desirable that the 
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utility apply a charge for additional 
customers on one meter. This is 
particularly true in certain localities 
in the village, notably in the Bay 
View Subdivision, where property has 
been furnished water service by al- 
lowing supply pipes to be laid across 
private property, some nine houses 
being served in 1940 from one 3/4- 
inch meter located in a pit. While 
the possible diversty of use does not 
usually place each taker’s maximum 
demand on such a line at the same 
time, and the size of the meter limits 
the maximum, there are other factors 
which are normally to be considered. 
Among these are certain customers 
costs which, if spread among the 
eight additional customers on the line 
referred to and on other lines on prem- 
ises having more than one customer, 
will be allocated more equitably among 
all users. While such a procedure 
will lower the average customer cost 
to all users, it will nevertheless bring 
the utility a small amount of addi- 
tional revenues. In fixing the rate 
per thousand gallons, it must be con- 
sidered that the lower blocks in rates 
in the schedule are reached sooner 
when more customers are connected 
to the same meter. 

Where a meter supplies one custom- 
er or unit of service as later defined, 
the data developed in 1940 and now 
reanalyzed indicates that an additional 
charge of $2 per year or $1 each six 
months should be applied. This ap- 
plication would be made only to those 
premises where there is a possibility 
of installing additional service connec- 
tions to each building constituting an 
aggregation of space occupied, and 
having a fixture or fixtures for water 
service separate and distinct from oth- 
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er users on the premises. Where a 
property owner arranges the piping 
on his premises containing several 
buildings, so that the service required 
by the several buildings can be taken 
through one connection to the main, 
then only one unit of service will be 
considered. Where the premises 
served are owned or controlled by one 
person, firm, corporation, or associa- 
tion, and are not contiguous, each 
premises should be metered separately. 

In Williams Bay there are also sev- 
eral buildings served which have stores 
on the ground floor and flats above. 
Such stores and flats in a building 
supplied through one meter are classi- 
fied as customers if each flat or store 
is equipped with one or more fixtures 
for rendering water service separate 
and distinct from the other users. 


Two particular instances shown in the 
analysis of customer data are the 


Lackey building and Hotton & Sons. 
There may be others not indicated 
on the data before us to which charges 
for additional customers on a meter 
should be applied. 

It is estimated that by the applica- 
tion of the schedule hereinafter pre- 
scribed, about $500 additional annual 
revenue will be provided and the util- 
ity will earn about 5 per cent return 
on the rate base. 


Findings 


The Commission finds: 

That the present rates and rules 
of the village of Williams Bay as a 
water utility are unreasonable in so 
far as they differ from those in’ the 
order herein, and that a reasonable 
schedule of rates and rules is that set 
forth in the order herein; that the 
charge for fire protection service and 
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other rules and regulations now on 
file are reasonable. 


’ ORDER 


It is therefore ordered: 

That Williams Bay as a _ water 
utility discontinue its present schedule 
of rates in so far as they differ from 
the rates in the following schedule 
and make applicable for water serv- 
ice the following schedule of rates, 
effective the first billing date subse- 


quent to the date of this order: 
Minimum bill for each 6 months: 
8-inch meter 


“ “ 


10,000 gals. or less each 6 mos. 
20,000 “ 
20,000 
50,000 
50,000 
50,000 
Over 200,000 


Each additional customer on a meter—$1.00 ea. 


All bills are due and payable semi- 
annually on September 30th and 
March 30th of each year. If not paid 
by the 15th of the month following 
date of bill, 10 per cent penalty shall 
be added and if not paid by the 25th 
of the month, water will be shut off; 
$1 will be charged for turning on the 
water again. 

Where the utility is unable to read 
meter the fact shall be plainly indi- 
cated on the bill, the minimum charge 
covering 10,000 gallons, assessed and 
the difference adjusted with the con- 


Cathy G MORINS 668 bse 
“ “ “ 


sumer when the meter is again read. 
That is, the bill for the succeeding 
six months will be computed with the 
gallons in each block of the rate sched- 
ule doubled and credit will be given 
on that bill for the amount of the 
minimum bill paid the preceding 
period. 

A customer or unit of service shall 
consist of any aggregation of space 
or area occupied for a distinct pur- 
pose, such as a residence, an apart- 
ment, flat, store, office, tavern, factory, 
etc., which is equipped with one or 
more fixtures for rendering water serv- 
ice separate and distinct from other 
users. Each unit of service shall be 
regarded as one consumer and the 
service charge for additional consum- 
ers on a meter assessed accordingly,. 


Min. bill for each size meter 
guar aces ore net per M gallons 
2 ¢ “ “ “ “ 


6 months. 


except that the additional units in 
rooming houses as defined below, 
shall not be classed as separate units 
of service. 

Suites in houses or apartment build- 
ings, where complete housekeeping 
functions (such as cooking) are not 
exercised, shall be classed as rooming 
houses. Thus, houses and apartment 
buildings having suites of one, two, 
or more rooms with toilet facilities, 
but without kitchen for cooking, 
shall be classed as rooming houses. 
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PENNSYLVANIA SUPREME COURT 


Pennsylvania Publications, Incorporated 


x 0) 


Pennsylvania Public Utility 
Commission et al. 


— Pa —, 36 A(2d) 777 
April 11, 1944 


PPEAL from judgment affirming Commission order dismiss- 
A ing complaint against telephone company’s refusal to serve 
publishers of racing sheet; judgment reversed. For lower court 
decision, see (1943) 152 Pa Super Ct 279, 50 PUR(NS) 108, 
32 A(2d) 40. For Commission decisions, see (1942) 42 PUR 

(NS) 170 and (1942) 43 PUR(NS) 26. 


Service, § 134 — Grounds for denial — Telephone used to aid unlawful activities. 


1. Telephone companies may not refuse service to persons engaged in legiti- 
mate enterprises merely because such subscribers may furnish information 
over telephone facilities which may enable others receiving it to use it il- 
legally, p. 220. 


Gambling — Racing publications — Gambling devices. 


2. A racing publication containing information relating to horse racing is 
not a device or apparatus for gambling, such as would justify a telephone 
company in refusing service to the publisher, although it is useful to the 
gambler in placing wagers, p. 220. 
Service, § 134 — Grounds for denial — Telephones used to aid gambling. 

3. Free information service by telephone furnished by the publisher of a 
racing sheet whereby purchasers of the publication can call the publisher 
and secure racing information does not come within the provision of the 
statute making it unlawful for a utility knowingly to furnish a private wire 


for use in the dissemination of information in furtherance of gambling, 
p. 221. 


¥ 


Before Maxey, C. J., and Drew, appellant; William H. Lamb and E. 
Linn, Stern, Patterson, Stearne, and Everett Mather, Jr., both of Philadel- 
Hughes, JJ. phia, for appellee Bell Telephone Co. ; 
Frederick L. Kiger and Harold A. 
APPEARANCES: Lemuel B. Scho- Scragg, both of Harrisburg, and 
field, W. Bradley Ward, and Arthur James H. Duff, Attorney General for 
W. A. Cowan, all of Philadelphia, for appellee Public Utility Commission. 
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Drew, J.: These appeals’ of 
Pennsylvania Publications, Inc., are 
from a judgment of the superior 
court, which affirmed an order of the 
Pennsylvania Public Utility Commis- 
sion dismissing a complaint filed 
against The Bell Telephone Company 
of Pennsylvania. 

One Abraham Plotnick desiring to 
set up in his own behalf a business of 
publishing and distributing a daily 
paper or pamphlet devoted primarily 
to horse racing, similar to that of his 
former employer, this appellant, filed 
a complaint with the Commission, al- 
leging, inter alia, that the telephone 
company refused to render the neces- 
sary service to him and that such re- 
fusal was discriminatory. He pre- 
sented copies of appellant’s publication 
as the model of his proposed activities. 
After hearing, the Commission, on 
July 8, 1940, found that the refusal to 
provide telephone and teletypewriter 
service was justifiable, for the paper 
Plotnick contemplated publishing and 
distributing was a “scratch sheet’ 
such as generally used by bookmakers 
in connection with the registering and 
recording of bets on horse races and 
that the facilities of the telephone 
company, if furnished to him, would 
be used, or might be used, in further- 
ance of horse race betting, which is 
contrary to the law of this common- 
wealth. On appeal, the learned su- 
perior court affirmed the action of the 
Commission:  Plotnick v. Public 
Utility Commission (1941) 143 Pa 


SUPREME COURT 


Super Ct 550, 39 PUR(NS) 423, 18 
A(2d) 542. 

Four days after the Commission 
dismissed Plotnick’s complaint, the 
telephone company notified appellant, 
Pennsylvania Publications, Inc., by 
letter that it must terminate at noon 
on July 22, 1940, all telephone and 
teletypewriter service which was being 
furnished to appellant, because of the 
report and order entered by the Com- 
mission in the Plotnick Case, supra. 
On July 23, 1940, appellant filed its 
complaint with the Commission, pray- 
ing for an order on the telephone com- 
pany to continue the service that it 
had been furnishing to appellant. 
Later an injunction was granted in 
the court of common pleas to prevent 
the threatened removal of service. 
After a number of hearings and the 
taking of much testimony, the Com- 
mission ordered the complaint dis- 
missed. The Commission reached its 
conclusion by a three to two majority, 
after one of the five Commissioners, 
upon objection of counsel for appel- 
lant that he was disqualified by reason 
of bias and prejudice against appel- 
lant, withdrew from taking part in 
the deliberations and decision of the 
Commission. But, after the remain- 
ing Commissioners voted two to two, 
the withdrawing Commissioner ap- 
peared and cast the deciding vote. 
The superior court, on appeal, af- 
firmed the order of the Commission 
and dismissed the appeal: Pennsyl- 
vania Publications v. Public Utility 





1 We deem it expedient to overlook the fact 
that the appeal at No. 204 January term, 
1943, was taken without special allowance of 
this court (which under our decisions is im- 
proper: In Re Melon Street (1897) 182 Pa 
397, 38 Atl 482, 38 LRA 275; In Re Boyle’s 
License (1899) 190 Pa 577, 42 Atl 1025, 45 
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LRA 399), since the appeal at No. 239 Janu- 
ary term, 1943, was taken from the same judg- 
ment pursuant to the order of June 30, 1943, 
of this court, allowing an appeal, and under 
our order of August 20, 1943, both appeals 
were consolidated and argued together. 
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Commission (1943) 152 Pa Super 
Ct 279, 50 PUR(NS) 108, 32 A 
(2d) 40. The present appeals then 
followed. 

This appellant and its predecessor 
have been engaged for many years in 
Pennsylvania in the business of pub- 
lishing and distributing a paper called 
“William Armstrong, Jockeys, 
Scratches, Daily Sports,” and had 
been using the facilities of the tele- 
phone company in connection there- 
with. 

Pennsylvania Publications, Inc., is 
a Pennsylvania corporation, a subsidi- 
ary of or successor to the William 
Armstrong Publishing Company, and 
afhliated with the New York firm of 
Armstrong Racing Publications, Inc. 
The latter corporation maintains in 
New York city a racing library which 
is used not only by its handicappers 
and selectors, but also by the public 
and the Turf Writers Association— 
those interested in breeding and racing 
thoroughbred horses. Appellant’s 
publication, which has no subscribers 
and is only sold from newsstands at 
the price of 25 cents a copy, is devoted 
almost exclusively to furnishing in- 
formation regarding horse racing at 
the various tracks throughout the 
United States. It gives the names of 
the horses running, jockeys, post 
positions, weights which the horses 
carry, probable odds, scratches, con- 
dition of the tracks, and other data of 
interest to followers of horse racing. 
Practically all of this information is 
given daily on the sports page of 
every newspaper in the country. 


There also appears in appellant’s paper, 
immediately preceding the name of 
each horse, what is called the “Arm- 
strong Number.” 


This number, ac- 
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cording to the testimony, indicates 
the order in which appellant’s experts 

believe the horses will finish. In the 

upper left-hand corner of the inner 

page of the publication is printed the 

telephone numbers of appellant in 

Philadelphia and Wilmington, under 

the caption “Armstrong’s Free Phone 

Service.” 

The Commission found, among 
other things, that: “The ‘Free Phone 
Service’ offered by complainant [ap- 
pellant herein] in its publication is 
provided in Pennsylvania in the fol- 
lowing manner: Any purchaser of an 
Armstrong Sheet may call the Phila- 
delphia telephone numbers listed 

and secure results of races al- 

ready run and other racing informa- 
tion. It is for the purpose of dissem- 
inating such information that the tele- 
typewriters and the 40 lines and five 
‘order turrets’ connected therewith 
are maintained by complainants. In- 
formation as to race results is received 
by teletypewriter and is given to any- 
one who requests it. In furnishing 
the results of any race the number list- 
ed at the left of the horse’s name on 
complainant’s sheet is given but the 
name of the horse itself is never men- 
tioned While the exact use 
made of each Armstrong sheet that is 
sold cannot be ascertained, the sheet 

is employed extensively by horse-race 

bookmakers, i. e., those who receive 

bets on horses, in Philadelphia, in the 

conduct of their business. From the 

uncontradicted testimony of Captain 

Craig Ellis, head of the vice squad of 

the Philadelphia police, it appeared 

that for the past ten years book- 

makers have used Armstrong sheets, 

and that in the past several years prac- 

tically every one of the numerous 
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raids conducted by the Philadelphia 
vice squad on bookmakers and book- 
making establishments have revealed 
the use of complainant’s publication.” 

[1] The primary contention of ap- 
pellant is that the evidence adduced is 
insufficient to support the order of the 
Commission. It is well established 
that it is the duty of a telephone com- 
pany to furnish service and facilities 
without discrimination in favor of or 
against anyone who will pay the ap- 
plicable tariff rates and abide by the 
reasonable regulations of the utility: 
Bell Teleph. Co. v. Com. ex rel. Balti- 
more & O. Teleg. Co. (1886) 2 Sadler 
299, 3 Atl 825; Commercial U. Teleg. 
Co. v. New England Teleph. & Teleg. 
Co. (1888) 61 Vt 241, 17 Atl 1071, 
5 LRA 161, 15 Am St Rep 893; 
Western U Tel. Co. v. State ex rel. 
Hammond Elevator Co. (1905) 165 
Ind 492, 76 NE 100, 3 LRA(NS) 
153, 6 Ann Cas 880. This obligation, 
however, is limited to lawful service, 
for obviously to compel a public util- 
ity, under the guise of impartial reg- 
ulation, to furnish service and facili- 
ties for purposes which are illegal 
would be contrary to public policy. 
Therefore, public service companies 
will not be compelled to furnish serv- 
ice to “bucket-shops” (Western U. 
Teleg. Co. v. State ex rel. Hammond 
Elevator Co. supra; Smith v. Western 
U. Teleg. Co. [1887] 84 Ky 664,2S 
W 483) ; or to bawdy houses (Godwin 
v. Carolina Teleph. & Teleg. Co. 
[1904] 136 NC 258, 48 SE 636, 67 
LRA 251, 103 Am St Rep 941, 1 Ann 
Cas 203); or to subscribers who use 
their telephones to receive and register 
bets on horse races in violation of law. 
(People ex rel Restmeyer v. New 
York Teleph. Co. [1916] 173 App 


Div 132, 159 NY Supp 369). How- 
ever, such companies are not justified 
in refusing service to persons engaged 
in legitimate enterprises merely be- 
cause such subscribers may furnish 
information over the facilities which 
may enable others receiving it to use 
the same illegally. In this connection, 
it is stated in Wyman on Public Serv- 
ice Corporations, Vol. 1, § 612, p. 
os Sa it makes no differ- 
ence to the right to service that illegal 
conduct may happen after the service 
is complete, provided that such con- 
duct will be really independent of the 
service asked. Thus a railroad cannot 
excuse itself for failure to transport 
liquor by showing that the consignee 
may probably resell it in violation of 
the prohibition law. It is no excuse 
that a passenger may get into trouble 
upon her arrival at her destination, it 
being usual for her to get intoxicated 
there.” 

[2] In the instant case, the appel- 
lant is engaged in a legal business. 
The publication of a newspaper fea- 
turing horse racing is not illegal. 
Horse racing is not prohibited by law 
in Pennsylvania, and there is nothing 
in our legislative history to indicate 
that it is contrary to public policy. 
Furthermore, there is nothing inher- 
ently wrongful in horse racing, and it 
is no more objectionable than base- 
ball, football, and other sports. Bet- 
ting is not a necessary concomitant of 
horse racing. It is a well-known 
fact that many lovers of horses never 
place a bet on the result of a race, that 
while opposed to gambling they have 
a deep interest in developing and rac- 
ing horses. Thousands upon thou- 
sands of people attend race meetings 
regularly for the enjoyment they get 
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from the contests but have no interest 
in betting. A racing publication con- 
veying information such as does the 
paper of appellant, though useful to 
the gambler in placing his wagers, is 
not a device or apparatus for gam- 
bling: People v. Engeman (1909) 
129 App Div 462, 114 NY Supp 174, 
affirmed (1909) 195 NY 591, 89 NE 
1107. In holding that the Commis- 
sioner of Licenses of the city of New 
York had no legal power to ban the 
Armstrong publications and _ other 
similar papers, which do not print 
racing tips, but rather selections based 
on study, it recently was said tn Arm- 
strong Racing Publications v. Moss 
(1943) — Misc —, 43 NY Supp 
(2d) 171,174: “The court is not un- 
mindful of the testimony of the police 
that invariably when arrests for 
‘bookmaking’ were made, a 
copy of one, several or all the publica- 
tions of these plaintiffs were found in 
the possession of the one arrested. 

In the light of the custom, 
usage, ethics, and psychology of our 
community, it seems fairer to measure 
these publications in the same way as 
similar information in the general 
newspapers of the community is con- 
cerned.” 

[3] The “Free Phone Service,” 
which is the primary basis of the 
Commission’s order, does not come 
within the provisions of the act of 
December 1, 1938, P.L. 111, as 
amended by the acts of May 25, 1939, 
P.L. 207, and June 24, 1939, P.L. 
674, 66 PS § 1701 et seq., which 
makes it unlawful for a utility know- 
ingly to furnish a private wire for use 
in the dissemination of information in 
furtherance of gambling; nor is there 
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anything in this record to indicate that 
the service sought by appellant is a 
subterfuge for such prohibited wire. 
The information given by appellant 
over its telephones was limited to fur- 
nishing of resuits of races according 
to the number assigned to the horse 
in thé publication. There is no con- 
tention here that any other mforma- 
tion was afforded. Appellant did not 
make available fluctuating odds, which 
are absolutely essential to the gam- 
bler; nor did it receive or accept bets 
of any kind. “The furnishing or re- 
ceiving of racing or sporting infor- 
mation is not gambling and is not a 
crime’: Re American Teleph. & 
Teleg. Co. (1937) 126 Pa Super Ct 
533, 539, 191 Atl 210, 213. The 
record here is entirely barren of any- 
thing which would in any way cast 
doubt on the legitimacy of appellant’s 
business. We are not so gullible as 
to suppose that the race results ob- 
tained over the telephone from appel- 
lant do not to some extent facilitate 
the paying off of bets, already placed, 
and no doubt are used for that pur- 
pose by bookmakers. Similarly, the 
publication by the newspapers of the 
country or the announcement over the 
radio of the results of baseball and 
football games, prize fights, and other 
such activities may be an aid to gam- 
blers, yet no one would seriously con- 
tend that the furnishing of such news 
was against the public policy of this 
commonwealth, and therefore such 
newspapers and radio stations should 
be deprived of telephone or teletype- 
writer service. 

Fogarty v. Southern Bell Teleph. & 
Teleg. Co. (1940) 35 PUR(NS) 
296, 34 F Supp 251 and Hamilton v. 
Western U. Teleg. Co. (1940) 36 
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PUR(NS) 38, 34 F Supp 928, cited 
and relied upon by appellee, are read- 
ily distinguishable on their facts from 
the instant case. In both those cases 
there was ample evidence to support 
the utilities’ contention that they had 
reasonable grounds to suspect the ille- 
gality of the subscribers’ business. 
Here there is absolutely no evidence to 
indicate that appellant was engaged in 
an unlawful enterprise. All that was 
here shown was that some recipients 
of the news distributed by appellant 
used or may have used it for an un- 
lawful purpose. It would be just as 
absurd to contend that manufacturers 
of playing cards and dice were aiding 
and abetting gambling and should be 
denied telephone service because 
policemen found such objects when 
raids were made, as it is to argue that 
the appellant in the instant contro- 
versy should be refused service be- 
cause “in the past several years prac- 
tically every one of the numerous 
raids conducted by the Philadelphia 
vice squad on bookmakers and book- 
making establishments have revealed 
the use of complainant’s publication.” 

We fully agree with the following 
statement of Commissioner Thorne in 
the dissenting opinion filed by him in 
the instant case: “The majority find 
that the telephone and teletypewriter 
service of the complainant ‘would be 
used’ rather than could be used in the 
encouragement and furtherance of the 
bookmaking business, which, accord- 
ing to the majority, would use this 
service. This business exists not by 
reason of telephone service furnished 
by the respondent, but rather by fail- 
ure of the law enforcement agencies 
to apprehend and put out of business 
such law violators. It is manifestly 


impractical for the Bell Telephone 
Company to seek out and discontinue 
service to every law violator, or to 
everyone who aids and abets in law 
violations within the commonwealth 
of Pennsylvania, and such an order 
would impose an undue burden on the 
Bell Telephone Company. Consistent 
with the majority opinion, the re- 
spondent should immediately attempt 
to ascertain the names and cease fur- 
nishing service to everyone in any way 
connected with the publication or dis- 
tribution of this sheet, such as the 
carrier who transports it from New 
York, those parties who distribute it 
to the newsstands, the printer who 
prints the information contained 
therein, as well as the individual who 
might merely, out of curiosity, desire 
information such as is furnished by. 
the complainant and who purchases a 
sheet and uses his own telephone to 
call for this information. i 
Merely because someone happens to 
use this sheet illegally is no reason to 
deprive those who, for reasons which 
may be perfectly legitimate, also de- 
sire to use the service furnished by the 
complainant. And whether it be a 
‘scratch sheet,’ a newspaper, or any 
other publication furnishing informa- 
tion on horse racing which is con- 
ducted legally under the laws of the 
various states, no right is conferred 
upon this Commission to usurp the 
police power of either the city of Phil- 
adelphia or any other municipality.” 
(42 PUR(NS) at pp. 179, 180.) 

In People v. Brophy (1942) 49 Cal 
App(2d) 15, 33, 34, 120 P(2d) 946, 
956, it was said: ‘Public utilities and 
common carriers are not the censors 
of public or private morals, nor are 
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they authorized or required to inves- 
tigate or regulate the public or private 
conduct of those who seek service at 
their hands. The telephone 
company has no more right to refuse 
its facilities to persons because of a 
belief that such persons will use such 
service to transmit information that 
may enable recipients thereof to vio- 
late the law than a railroad company 
would have to refuse to carry persons 
on its trains because those in charge 
of the train believed that the purpose 
of the persons so transported in going 
to a certain point was to commit an 
offense, or because the officers of such 
company were aware of the fact that 
the passengers were intent upon visit- 
ing a bookmaking establishment upon 
arrival at their destination, which es- 
tablishment was maintained for the 
purpose of unlawfully receiving bets 


on horse races. Furthermore, the fur- 
nishing or receiving of racing or 
sporting information is not gambling 
and is not a crime.” 

For these reasons, we are con- 
vinced, after a thorough study of this 
voluminous record, that the Bell Tele- 
phone Company failed to produce any 
evidence which could, by any stretch 
of the imagination, meet the burden 
cast upon it of justifying its depriving 
appellant of the telephone and tele- 
typewriter service it had furnished 
for so many years. In this disposi- 
tion of the case, it is unnecessary to 
consider and pass upon the other as- 
signments of error filed by appellant. 

Judgment of the superior court is 
reversed, and the record is remitted to 
the Pennsylvania Public Utility Com- 
mission to make and enter an order 
consistent with this opinion. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Branch Motor Express Company 


Assessment Docket No. 1001 
March 13, 1944 


Senet on objection to Commission assessment against 
motor carrier company; objection dismissed. 


Commissions, § 58 — Assessments against utilities — Conclusiveness of Commis- 


sion estimates. 


The Commission estimate of a utility’s revenues upon which to base its 
computation of the general assessment for Commission expenditures is 
binding upon a utility which has failed to file a revenue report, and it is 
not entitled to have the estimate corrected as a matter of right. 


(BucHANAN and Houck, Commissioners, dissent.) 
5 


By the Commission: Pursuant to 
the provisions of § 1201(c) of the 


Public Utility Law, the Commission, 
after notice to Branch Motor Express 
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Company, scheduled a hearing for 
December 8, 1943, on the objections 
filed to the 1941 general assessment 
after a previous hearing on Novem- 
ber 17, 1943, had been continued at 
the objector’s request. 

The objector was given the op- 
portunity to appear and be heard with 
reference to the objections filed. The 
hearing was held as scheduled, and 
from the record of that proceeding 
we make the following findings of 
fact and conclusions of law: 

On, March 2, 1937, a certificate of 
public convenience numbered A. 11- 
989, Folders Nos. 6 and 7, was issued 
to Branch Motor Express Company. 

Section 1201(b) of the Public 
Utility Law provides that “On or be- 
fore March 31st of each year, every 
public utility shall file with the Com- 
mission, a statement, under oath, 
showing its gross intrastate operat- 
ing revenues for the preceding calen- 
dar year; provided, however, that if 
any public utility shall fail to file such 
statement on or before March 3lst, as 
aforesaid, the Commission shall esti- 
mate such revenues, which estimate 
shall be binding upon the public utility 
for the purpose of this section.” For 
the sake of uniformity, the Commis- 
sion sends out report forms to all 
public utilities although there is no 
provision in the law requiring that 
forms shall be supplied. Report forms 
were duly sent to the objector. 

Objector did not file the revenue 
report, either within the time limit or 
at any time thereafter. Consequently, 
when, in 1943, the Commission began 
its computations of the general as- 
sessment for 1941 expenditures, it 
was obligated by law to estimate ob- 


jector’s revenues. In order that such 
estimate would have a basis in what- 
ever facts might be available, the 
Commission consulted the 1941 oper- 
ating report of objector and found 
that, under oath, objector claimed 
revenue from intrastate operations of 
$578,220.73, and revenue from inter- 
state operations of $675,679.73. 

The Commission used the former 
figures and consequently on August 
24, 1943, billed objector for $1,192.10 
as its share of the 1941 assessment. 
On September 2, 1943, objector filed 
a statement of objections, and there- 
upon became entitled to a hearing 
which, as we have said, occurred on 
December 8, 1943. 

The basis of the objection is that 
the objector’s true 1941 intrastate 
operating revenue was $80,772.48 and 
hence that the assessment was much 
in excess of that which would have 
been warranted had the true figure 
been used. 

Objector’s attention is directed to 
that clause of § 1201(b) reading 
“which estimate shall be binding on 
the public utility for the purpose of 
this section.” There is an excellent 
reason for this clause. An examina- 
tion of all of § 1201 will show that the 
assessment process is a complicated 
one, and as a matter of fact the com- 
putation and billing of an annual as- 
sessment requires months of work by 
ten or more Commission employees. 
Since the assessment process, unlike 
taxing, is a division of costs already 
known, and since the fundamental 
element of such division is the rev- 
enues of the various utilities under 
our jurisdiction, it follows that the 
Commission must have basic revenue 
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RE BRANCH MOTOR EXPRESS CO. 


figures upon which it may rely before 
beginning the assessment calculations. 
The law therefore makes the estimates 
reliable by providing that they shall 
be binding upon utilities which fail 
to report revenues. Under § 1201(b), 
as amended, an estimated assessment 
is binding upon a utility and it is not 
entitled to have the estimate corrected 


Now, to wit, March 13, 1944, it is 
ordered: 

1. The objections filed to the as- 
sessment of Branch Motor Express 
Company be and are hereby dismissed. 

2. Branch Motor Express Company 
shall pay to the Commission within 
10 days after receipt of this order the 
sum of $1,192.10. 


as a matter of right. Therefore, the 
Commission will dismiss the objec- 
tion; therefore, 


Commissioners Buchanan and 


Houck voted in the negative. 
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Re Cities Service Company et al. 


File Nos. 59-53, 54-88, Release No. 4944 
March 14, 1944 


|S ripe on plan submitted pursuant to § 11(e) of the Hold- 


ing Company Act to effectuate compliance with § 11(b) 
of the act; change of capitalization to common stock basis 
ordered and plan for compliance with § 11(b) approved. 


Security issues, § 94 — Capital structure — Holding companies. 
1. The mere existence of senior securities of a holding company compli- 
cates the structure of the holding company system, within the meaning of 
§ 11(b)(2) of the Holding Company Act, 15 USCA § 79k(b) (2), where 
the senior securities are junior to large amounts of long-term debt and 
preferred stocks of subsidiary companies, and a reasonable necessity for 
such complication must appear before its existence can be permitted, p. 230. 


Security issues, § 94 — Capital structure — Holding company system. 
2. Whether a holding company’s senior securities constitute an undue or 
unnecessary complication under § 11(b)(2) of the Holding Company Act, 
15 USCA § 79k(b)(2), must be considered in the light of the adequacy 
and appropriateness of the underlying structure of the system for the sup- 
port and maintenance of the security structure of the holding company it- 
self, p. 230. 

Security issues, § 94 — Capital structure — Holding company system. 
3. The debt and preferred stock in a holding company’s capital structure 
not only complicate the structure of the holding company system, but also 
are inappropriate thereto, where the holding company’s ability to meet its 
interest and preferred dividend requirements depends almost entirely upon 
the receipt of common stock dividends, p. 230. 


Security issues, § 94 — Capital structure — Holding company system. 
4. The existence of a substantial amount of cash in a holding company's 
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treasury does not indicate that its debentures and preferred stocks are 
any more appropriate to the corporate structure of the holding company 
system, but makes all the clearer the fact that such senior securities are 
an unnecessary complication, and facilitates their elimination pursuant to 
the requirements of § 11(b)(2) of the Holding Company Act, 15 USCA 
§ 79k(b) (2), p. 230. 


Security issues, § 94 — Recapitalization of holding company — Common stock 
basis. 
5. A holding company’s capital structure, consisting of debt, preferred, and 
common stock, should be reduced to a capital structure consisting of com- 
mon stock only where the debt and preferred stocks of its subsidiaries more 
than exhaust the maximum of senior securities appropriate to the struc- 
ture of the holding company system, p. 230. 


Security issues, § 5.1 — Recapitalization plan — Premiums. 
6. Where a holding company is ordered to recapitalize on a common stock 
basis in order to comply with § 11(b)(2) of the Holding Company Act, 
15 USCA § 79k(b)(2), a plan providing for payment of publicly held 
debentures and preferred stocks of the holding company at principal amount 
and involuntary liquidating value respectively and for the issuance of short- 
term notes to banks to be paid off out of the holding company’s earnings 
and proceeds of sale of interests not retainable under § 11(b)(1) of the 
act, and providing for the surrender of the balance of the holding com- 
pany’s preferred stock to its parent, is necessary to effectuate the provisions 
of § 11(b) of the act and is fair and equitable to the public senior security 
holders, notwithstanding that there is to be no payment of premiums, p. 237. 
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APPEARANCES: Clinton J. Ruch 
and Eugene R. Sullivan, of Frueauff, 
Burns & Ruch, New York, N. Y., 
and Joseph L. Weiner, New York, 
N. .Y., for Cities Service Power & 
Light Company and subsidiaries and 
for Cities Service Company; F. H. 
Heiss of Rathbone, Perry, Kelley & 
Drye, New York, N. Y., for Central 
Hanover Bank and Trust Company, 
Trustee under the debenture agree- 
ment of Cities Service Power & Light 
Company; Myron S. Isaacs, for the 
Public Utilities Division of the Com- 
mission. 


By the CoMMIssION: 


Introduction 
Cities Service Power & Light Com- 
pany (“Power & Light”), a reg- 
istered holding company and a sub- 


sidiary company of Cities Service 
Company (“Cities”), also a registered 
holding company, has filed a plan and 
amendments thereto (“the Plan”) 
pursuant to § 1l(e) of the Public 
Utility Holding Company Act of 
1935, 15 USCA § 79k(e), for the 
purpose of enabling Power & Light 
to comply with the provisions of § 11 
(b) of the act, 15 USCA § 79k(b). 

On December 22, 1943, we issued 
our notice of filing and notice of and 
order for hearing on the Plan.’ By 
order dated January 4, 1944, we con- 
solidated the proceeding on the Plan 
with a proceeding theretofore in- 
stituted by us with respect to Cities, 
Power & Light and certain of their 
subsidiaries under §§ 11(b)(2), 12 
(c), 12(f) and 15(f), 15 USCA 
§§ 79k(b)(2), 791(c), (f£), 790(f).? 





1 Holding Company Act Release No. 4777. 
2 Holding Company Act Release No. 3769, 
53 PUR(NS) 


order dated August 29, 1942. Hearings were 
held from time to time prior to the filing of 
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Hearings have been held in the con- 
solidated proceedings, we have con- 
sidered the record, and we make the 
following findings: 


(a) The Plan 
In addition to its outstanding com- 
mon stock, all held by Cities, the 


capitalization of Power & Light con- 
sists of the following securities held 
respectively by Cities and by others: 


Security 


54% Debentures due ’49 
53% Debentures die "52 o..ccccccccuscsevdoes 


$5 Preferred stock 
$6 Preferred stock 
$7 Preferred stock 


The involuntary liquidating value 
of said preferred stock, which is 
without par value, is $100 a share. 
The voluntary liquidating value and 
call price of the $5 and $6 preferred 
stock is $105 per share, and of the $7 
preferred stock $110 per share. The 
indentures covering the debentures 
of Power & Light provide for redemp- 
tion at Power & Light’s option of all 
or any part of the debentures due 
1949 and 1952, respectively, upon 
payment of the principal thereof and 
interest thereon accrued to the date 
of redemption, together with a 
premium of 2 per cent if redeemed 
on or before June 1, 1945, and 
November 1, 1947, respectively.® 


Power & Light proposes to retire 
its outstanding debentures held by 
others than Cities in the aggregate 
principal amount of $41,569,000 by 
payment in cash of the full principal 
amount thereof, but without premium, 
and to. retire the 53,984 shares of its 
preferred stock held by others than 
Cities, by payment in cash of the in- 
voluntary liquidating value thereof, 
namely, $100 per share. The above 


Held Held 
by Cities by Others 


$1,914,000 $12,922,000 
2,289,000 28,647,000 


$4,203,000 $41,569,000 
49,352 shs. 648 shs. 
31,657 “ 


38,791 “ 

55,390 “ 33,711 * 21,679 “ 
175,838 “ 121,854 “ 53,984 “ 
program would require the expendi- 
ture of $46,967,400 in cash. 

At December 31, 1943, Power & 
Light had in its treasury cash of $29,- 
851,656, of which $22,463,525 had 
been derived from sales of Public 
Service Company of Colorado, Dur- 
ham Public Service Company, and 
The Lake Shore Coach Company.‘ 
These companies were disposed of 
pursuant to Power & Light’s program 
of compliance with § 11(b)(1), dis- 
cussed hereinafter. Power & Light 
proposes to apply $26,967,400 of its 
treasury cash, plus $20,000,000 to be 
borrowed from banks, to acquire its 
publicly held senior securities as stat- 


Amount 
Outstanding 
$14,836,000 

30,936,000 


$45,772,000 
50,000 shs. 
70,448 “ 











the Plan herein, and one of the issues, whether 
we should prohibit or restrict payments by 
Power & Light to Cities of principal, interest 
and dividends on the securities of Power & 
Light held by Cities, has been submitted to 
us for decision. 

8 The relevant provisions of the debentures 
and debenture indentures are quoted in Appen- 
dix 4, annexed hereto (omitted herein), and 
are discussed below. 

*The above figures include $200,400 cash 
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expected to be received from the sale of Dur- 
ham Public Service Company, in addition 
to $1,500,000 already received from that sale. 
$1,500,000 of Power & Light’s cash has been 
used to buy additional common stock of The 
Ohio Public Service Company in connection 
with the Ohio company’s acquisition of the 
common stock of The Marion-Reserve Power 
Company, and $1,085,146 is offset by accrued 
interest on funded debt and unpresented cou- 
pons. 
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ed above. The terms of the proposed 
bank loan will be discussed below. 

Power & Light proposes to sell, 
transfer and assign to Cities the fol- 
lowing securities, which Power & 
Light is required to dispose of by 
our orders under § 11(b)(1), re- 
ferred to below: 


Description of Security 


6% Demand notes of The Gas Service Company 


Of the securities of The Community 
Traction Company shown above 
$995,130 par value of the preferred 
stock, $864,000 principal amount of 
the bonds and all the notes are car- 
ried “in suspense” on the balance 
sheet of The Community Traction 
Company, and under an ordinance 

Carrying Value 


Par or per Books of 
Principal Amount Power & Light 


$4,700,000 $4,700,000 


6% Cumulative first preferred stock of Kansas City Gas Com- 


pany 
6% Noncumulative second preferred stock of Kansas City Gas 


Company 


838,220 837,216 
12,832 11,314 


6% Cumulative first preferred stock of The Wyandotte County 


Gas Company 


Cities proposes to sell, transfer, and 
assign to Power & Light, in ex- 
change for the above securities, the 
following securities : 


Description of Security 


54% Debentures of Power & Light due 1949 
53% Debentures of Power & Light due 1952 


200,000 200,000 

$5,751,052 $5,748,530 
of the city of Toledo (where the com- 
pany operates its transportation busi- 
ness ) no payments may be made there- 
on. Witnesses for Power & Light 


Principal Amount 
or Par or 
Involuntary 

Liquidating Value 
$1,914,000 
2,289,000 


Carrying Value 
per Books of 
Cities 
$1,699,921 
2,234,282 


1,500 Shares of common capital stock of Ozark Utilities Com- 


pany 
6% Demand note of Ozark Utilities Company 


150,000 
874,921 


183,501 
874,921 


9,242 shares of $7 dividend cumulative preferred stock of Power 


& Light (nopar value) 


Power & Light also proposes to sell, 
transfer, and assign to Cities the fol- 
lowing securities of The Community 
Traction Company, a company en- 
gaged in operating a transit system 
in the city of Toledo, Ohio: 


Par or 
Principal 
Amount 
8% Cumulative preferred stock ... $1,458,950 
First mortgage 6% gold bonds due 

1946 


Security 


406,125 
327,230 


$6,916,305 
53 PUR(NS) 


924,200 755,904 


$6,152,121 $5,748,529 
testified that those securities are sub- 
stantially worthless, and that the re- 
mainder ($463,820 par value of pre- 
ferred stock and $3,860,000 principal 
amount of bonds) are worth approxi- 
mately $3,700,000. 

In exchange for said securities of 
The Community Traction Company, 
Cities proposes to sell, transfer, and 
assign to Power & Light 40,000 
shares of the $5 preferred stock of 
Power & Light with an involuntary 
liquidating value of $4,000,000. The 
carrying value of this stock, per books 
of Cities, is $3,508,105. 
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Cities also proposes to surrender to 
Power & Light for cancellation and 
retirement all the remaining shares 
of Power & Light’s preferred stock 
held by Cities as follows: 


Light not less than thirty days prior 
to April 15, 1944, to the trustee and 
to security holders, so far as their 
names and addresses are known. 
Interest and dividends on Power & 


Carrying Value 


Involuntary per Books of 


Cities 
$820,195 
2,842,384 
2,001,324 


Liquidating Value 
$935,200 
3,879,100 
2,446,900 


Shares 
9,352 shs. 
38,791 shs. 
24,469 shs. 


72,612 shs. $7,261,200 $5,663,903 


Security 
$5 Preferred stock 
$6 Preferred stock 
$7 Preferred stock 


Subject to our order approving the 
Plan, Power & Light proposes on or 
before March 15, 1944, to deposit 
with the trustee under the debenture 
identures cash in an amount equal 
to (1) the principal amount of all 
debentures of Power & Light then 
outstanding held by others than Cities, 
plus accrued interest thereon to April 
15, 1944, and (2) the involuntary 
liquidating value of all preferred 
stock of Power & Light then out- 
standing held by others than Cities, 
plus accrued and unpaid dividends 
thereon to April 15, 1944. At any 
time thereafter, the holders of such 
outstanding debentures and preferred 
stock will be entitled to receive, out 
of the funds so deposited, the prin- 
cipal amount and involuntary liquidat- 
ing value of their securities, plus in- 
terest and dividends thereon to April 
15, 1944, upon surrender thereof. 

Power & Light proposes to publish 
notices of such deposit and of the 
tights of its debenture holders and 
preferred stockholders to receive 
payment as aforesaid, in New York, 
Chicago and Boston newspapers, at 
least once in each calendar week for 
four successive weeks, the first pub- 
lication to be not less than thirty 
days before April 15, 1944. A simi- 
lar notice is to be mailed by Power & 
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Light’s debentures and _ preferred 
stock are to cease to accrue on and 
after April 15, 1944, and the holders 
of such securities are to have only 
the rights provided for in the Plan. 

Power & Light requests that our 
order herein include, pursuant to 
§§ 371 and 1808 of the Internal Rev- 
enue Code, recitals that the proposed 
transactions are necessary or appropri- 
ate to the integration or simplification 
of Power & Light’s holding company 
system and are necessary or appropri- 
ate to effectuate the provisions of 
§ 11(b), supra. 

Cities has joined in the application 
for approval of the Plan, and both 
Power & Light and Cities ask that 
we approve and authorize the pro- 
posed transactions by each of them in- 
cidental to consummation of the Plan. 


(b) Issues 

The principal questions to be deter- 
mined with respect to the Plan are: 

(1) Whether it is necessary to ef- 
fectuate the provisions of § 11(b) of 
the act, and 

(2) Whether it is fair and equi- 
table to the persons affected by it. 

In addition to the issues arising 
directly under § 11, we must deter- 
mine, because of § 6(a), 15 USCA 
§ 79f(a), whether the notes which 
Power & Light proposes to issue to 
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banks satisfy the requirements of 
§ 7, 15 USCA § 79g, and in partic- 
ular whether they are reasonably 
adapted to the security structure of 
Power & Light and the other com- 
panies in its holding company system 
and to the earning power of Power 
& Light, and whether the terms and 
conditions of the proposed issue and 
sale thereof are detrimental to the 
public interest or the interests of in- 
vestors and consumers. 
Pursuant to § 9(a), 15 USCA 
§ 79i(a), we must consider whether 
the proposed acquisitions by Power 
& Light of its own debentures and 
preferred stock and of the outstand- 
ing securities of Ozark Utilities Com- 
pany will satisfy the requirements of 
§ 10, 15 USCA § 79j. A similar 
question is involved in the proposed 
acquisitions by Cities from Power & 
Light of securities of The Gas Serv- 
ice Company, Kansas City Gas Com- 
pany, The Wyandotte County Gas 
Company, and The Community 
Traction Company. The proposed ac- 
quisition and retirement by Power 
& Light of its senior securities must 
also be considered in the light of 
§ 12(c), supra. The proposed sales 
of securities by Cities and Power & 
Light, respectively, must be tested un- 
der the standards of § 12(d). In 
addition, we must decide whether the 
proposed transactions of Power & 
Light and Cities with each other com- 
ply with the provisions of § 12(f). 
We must also decide whether the 
fees, commissions, and other remu- 
neration to be paid, directly or indi- 
rectly, in connection with the Plan 


and the proposed transactions there- 
under, are reasonable, and whether 
our order herein should include the 
requested recitals pursuant to §§ 371 
and 1808 of the Internal Revenue 
Code. 

In considering the principal ques- 
tions under § 11 referred to above in 
connection with the Plan—its neces- 
sity, and its fairness to the persons 
affected by it—it is appropriate to take 
up the issue, raised in the proceeding 
instituted by us under § 11(b) (2) 
and other sections of the act, wheth- 
er the corporate structure of Power 
& Light unduly or unnecessarily com- 
plicates the structure of the holding 
company system of which it is a part, 
and, if so, what action shall be re- 
quired to be taken pursuant to § 11 
(b)(2) with respect thereto. We 
shall now turn to that issue. 


Corporate Structure of Power & 
Light under § 11 (b)(2) 


[1-5] Power & Light, a Delaware 
corporation, was organized by Cities 
on November 3, 1924, to take over 
the interests in various utility com- 
panies which Cities had acquired from 
time to time since its organization in 
1910. Those interests had cost Cities 
approximately $30,000,000.° In ex- 
change for them, Power & Light is- 
sued to Cities $35,000,000 principal 
amount and par value of senior se- 
curities and $65,000,000 par value of 
common stock. Cities sold the senior 
securities to the public for enough to 
recoup its entire investment, plus over 
$1,000,000 cash. Moreover, at all 
times since its organization Power & 





5 The recorded cost of such interest to Cities 
was $38,558,083, but was overstated by more 
than $8,500,000. Such recorded cost also in- 
cludes approximately $9,000,000 surplus of sub- 
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sidiaries accumulated between the respective 
dates of acquisition and the date of transfer 
of their securities to Power & Light. 
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Light has been controlled by Cities 
through ownership of all Power & 
Light’s common stock, which had 
been acquired as aforesaid at no ac- 
tual cost to Cities, and through inter- 
locking officers and directors. There 
has never been arm’s-length bargain- 
ing between Power & Light and Cities 
in any of the transactions herein de- 
scribed. 

In March, 1927, Cities transferred 
certain other securities to Power & 
Light at a profit to Cities of about 
$130,000. In June, 1927, Power & 
Light acquired certain additional se- 
f curities from Cities at a price of over 
$3,000,000, more than $1,500,000 in 
excess of Cities’ cost. In 1931 Cities 


transferred to Power & Light 316,100 
shares (approximately 65 per cent) of 
the common stock of Federal Light 
& Traction Company for $21,303,- 


725, book cost to Cities. This price 
was more than $13,350,000 in ex- 
cess of the current market price on 
the effective date of the sale. 
Through these and other transac- 
tions, the principal amount and stated 
value of Power & Light’s senior se- 
curities increased from $35,000,000 
at organization to $79,248,891 at 
June 30, 1932, a net increase of $44,- 
248,891. Between 1924 and 1932 
Power & Light paid Cities approxi- 
mately $32,000,000 in common stock 
dividends. These dividends on com- 
mon stock were paid by Power & 


Light from borrowed funds, which 
were for the most part obtained from 
Cities on open account carrying 6 per 
cent interest, and from the issuance 
of senior securities. 

In June, 1932, after having paid 
$466,658 of preferred dividends and 

2,166,667 of common dividends in 
the preceding part of the year, Power 
& Light stopped paying dividends on 
its preferred stock and did not re- 
sume their payment until December 
1939. The final payment on the ar- 
rearages was made May 8, 1941. 
On the following day, Power & Light 
declared and paid to Cities a common 
dividend of $900,000, and later that 
year declared and paid to Cities addi- 
tional common dividends of $750,- 
000. During the period of arrearages 
on Power & Light’s preferred stock, 
Cities purchased 24,481 shares of such 
stock in the open market at a cost of 
$1,217,316, or an average cost of 
$49.72 per share. At December 31, 
1943, Cities had received $1,831,103 
in dividends on such stock, including 
payments on arrears. 

The past history of Power & Light 
would indicate that, even apart from 
the impact of the Holding Company 
Act on the system, the capitalization 
of Power & Light was inflated at 
organization and has been wholly in- 
appropriate to a holding company 
whose earnings are derived largely 
from common stock investments in 





6 When such dividends were paid, Power & 
Light’s books showed earned surplus availa- 
ble therefor. However, such earned surplus 
had been inflated, principally through taking 
up as income and earned surplus of Power & 
Light (a) undistributed earnings of subsidi- 
aries, and (b) the difference between pro- 
visions for replacements per books of subsidi- 
aries and the minimum provisions for replace- 
ments under Power & Light’s debt indentures. 
If such practices had not been followed, Power 
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& Light’s books would have showed deficits 
in earned surplus when approximately 
$31,000,000 of common dividends were paid by 
Power & Light to Cities. Also included in 
Power & Light’s earned surplus account was 
approximately $3,000,000 representing the ex- 
cess of amounts paid by its subsidiaries to 
Power & Light, equivalent to their income 
taxes computed on an individual return basis, 
over the actual consolidated taxes paid by 
Power & Light for itself and its subsidiaries. 
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subsidiaries. Examination of the 
holding company system in the light 
of changes required by the act dem- 
onstrates the need for simplification 
of Power & Light’s capital structure. 

At December 31, 1942, Power & 
Light’s holding company system in- 
cluded fifty-three direct and indirect 
subsidiaries, of which thirty-one were 
public utility companies within the 
meaning of § 2(a)(5) of the Act, 15 
USCA § 79b(a)(5), two, Federal 
Light & Traction Company and Cen- 
tral Arkansas Public Service Corpora- 
tion, were registered holding com- 
panies, and the others were engaged in 
the operation of traction and transpor- 
tation facilities, the transmission of 
natural gas, and various other non- 
utility enterprises. Appendix 1 (omit- 
ted herein) annexed hereto, shows the 


names and corporate relationships of 
the system companies as of December 
31, 1942, indicating changes there- 


after. Appendix 2 (omitted herein) 
shows, as of November 30, 1943, 
the capitalization of Power & Light’s 
subsidiaries, and the amounts owned 
(a) by Power & Light, (b) by other 
system companies, and (c) by others. 

As shown in Appendix 1 (omitted 
herein) Power & Light disposed of its 


interests in a number of subsidiaries 
during the year 1943. The record in- 
dicates that such sales have been made 
pursuant to Power & Light’s pro- 
gram of compliance with the integra- 
tion requirements of the act, as set 
forth in our findings heretofore made 
under § 11(b)(1).7. Power & Light 
was there required to dispose of all its 
interests in subsidiary companies 
operating outside the state of Ohio. 
The electric operations of The Ohio 
Public Service Company, ‘The Toledo 
Edison Company and The Alliance 
Public Service Company were found 
to be a single integrated electric utility 
system retainable by Power & Light: 


Annexed hereto as Appendix 3 
(omitted herein) are condensed con- 
solidated and corporate balance sheets 
of Power & Light as of November 
30, 1943, adjusted to reflect the sale 
by Power & Light of its interest in 
Durham Public Service Company and 
the acquisition by The Ohio Public 
Service Company of the common 
stock of The Marion-Reserve Pow- 
er Company,® and further adjusted 
to reflect involuntary liquidating 
value of preferred stocks of Power 
& Light. As of that date, the con- 
solidated and corporate capitalization 
and surplus of Power & Light, with 





7Re Cities Service Power & Light Co. 
Holding Company Act Releases Nos. 4489 and 
4551, orders dated August 17, 1943, and Sep- 
tember 10, 1943, 50 PUR(NS) 328, 372. 

8 We reserve jurisdiction as to the retaina- 
bility of the gas operations of The Toledo 
Edison Company and certain nonutility opera- 
tions in the state of Ohio. Thereafter, pursu- 
ant to our order dated November 8, 1943, in 
Re The Ohio Pub. Service Co. Holding Com- 
pany Act Release No. 4666. The Alliance 
Public Service Company was liquidated and 
its assets acquired by The Ohio Public Serv- 
ice Company. Subsequently, pursuant to our 
order dated January 7, 1944, in Re The Ohio 
Pub. Service Co. Holding Company Act Re- 
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lease No. 4819, The Ohio Public Service Com- 
pany acquired all the common stock of The 
Marion-Reserve Power Company. 

® These transactions have heretofore been 
approved by us. See Re Durham Pub. Serv- 
ice Co. Holding Company Act Release No. 
4721, Order dated November 30, 1943; Re 
The Ohio Pub. Service Co. supra (Holding 
Company Act Release No. 4819). 

10 No adjustments have been made to reflect 
write-ups or items of doubtful value in the 
asset accounts of the Power & Light system. 
As set forth hereinafter, the record indicates 
the possibility that write-ups may amount to 
over $19,000,000. 
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the same adjustments, were as fol- 
lows: 


Amount 


$125,660,446 
46,400,488 


$172,060,934 
4,708,067 1.5 
$176,769,001 


$45,773,000 (a) 
17,583,800 


60,000,000 


Securities of subsidiaries held by public: 
Long-term debt 
Preferred stocks 


Minority interest in common stock and 
surplus 


Securities of Power & Light: 
Debentures 
Preferred stock 
Common stock and surplus: 
Common stock 
Capital surplus 
Earned surplus 


Total capitalization 


15,490,117 
$75,561,982 
$315,687,783 


The principal amount and involun- 
tary liquidating value of Power & 


Consolidated Corporate 


oxi % of 


Total Amount Total 


54.5 


56.0 


14.5 
5.6 


ber AS nt 


, ’ 


34.8 
13.3 
60,000,000 
64,755 
8,171,156 
$68,235,911 


$131,592,711 


71,865 


23.9 
100.0 


51.9 


100.0 


(a) Prior to the filing of the Plan, $1,000 principal amount of the debentures had been re- 


tired. 


As shown in the above tabulation, 
the debentures and preferred stock of 
Power & Light are themselves junior 
to large amounts of long-term debt 
and preferred stocks of subsidiary 
companies. The mere existence of 
senior securities of a holding company 
under these circumstances complicates 
the structure of the holding company 
system, and a reasonable necessity for 
such complication must appear be- 
fore its existence can be permitted 
under the terms of § 11(b)(2).™ 
Whether Power & Light’s senior se- 
curities constitute an undue or unnec- 
essary complication under § 11(b) 
(2) must be considered in the light 
of the adequacy and appropriateness 
of the underlying structure of the 
system for the support and mainte- 
nance of the security structure of the 
holding company itself. 


Light’s debentures and _ preferred 
stock aggregate $63,355,800; annual 
interest and preferred dividend re- 
quirements thereon amount to $3,- 
577,878. Power & Light’s subsid- 
iaries themselves have outstanding 
over $172,000,000 principal amount 
and par and stated value of publicly 
held debt and preferred stocks, with 
annual fixed charges and preferred 
dividend requirements aggregating 
$10,210,946. Power & Light’s hold- 
ings in subsidiary companies consist 
for the most part of common stocks, 
and thus the holding company’s ability 
to meet its interests and preferred div- 
idend requirements depends almost 
entirely upon the receipt of common 
dividends. Under these circum- 
stances, the debt and preferred stock 
in Power & Light’s capital structure 
not only complicate the structure of 





11 Re The Commonwealth & Southern Corp. 
(1941) 9 SEC 609, 614, 40 PUR(NS) 306. 
12 Moreover, Power & Light’s income from 
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its holdings of common stock of Federal Light 
& Traction Company is subject to the prior 
requirements of publicly held senior securities 
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the system, but also appear to be in- 
appropriate thereto.” 


Property Base 
Combined net utility plant accounts 
Investments and other capital assets 
Net current and other assets 


Total property base 
Securities 


pany, and the balance available for the 
security structure of Power & Light: 
% of 


Property 
Base 


Amount 
$225,507,424 
72 


8,212,169(a) 
$236,161,565 


Securities of consolidated subidiaries held by public: 


Senior securities 


$172,060,934 . 429 
4,708,067 2.0 
.$176,769,001 74.9 
59,392,564 25.1 


$236,161,565 100.0 


(a) Excludes discount, expense and premium, abandoned property, and other similar charges, 


in the net amount of $7,141, 985. 


Examination of the assets and 
earnings of Power & Light’s sub- 
sidiaries supports this conclusion. As 
indicated above, the structure of the 
holding company system is not static, 
but is contracting as Power & Light 
proceeds with its integration program. 
Even now, however, it appears that 
the underlying structure is inadequate 
for the support and maintenance of 
Power & Light’s present security 
structure. 

We have set forth below the ratios 
of outstanding securities of Power & 
Light’s consolidated subsidiaries to 
their property base as of November 
30, 1943, per books, adjusted to re- 
flect the sale of Durham Public Serv- 
ice Company and the acquisition by 
The Ohio Public Service Company 
of The Marion-Reserve Power Com- 


In our order instituting the pro- 
ceedings herein,’ we stated that data 
in our files tended to establish infla- 
tionary items in the plant accounts 
of The Ohio Public Service Company 
and The Toledo Edison Company 
which (after subtracting The Ohio 
Public Service Company’s reserve of 
$460,144 for possible plant adjust- 
ments) aggregate at least $8,278,547. 
Original cost studies prepared by 
three other subsidiaries of Power & 
Light * indicate that their plant ac- 
counts include write-ups (Account 
107) aggregating $10,892,623. If 
such items, a total of $19,171,170, 
were deducted from the combined net 
utility plant accounts above, the prop- 
erty base would be reduced to $216,- 
990,395, and the balance available 
for Power & Light’s security struc- 





at both the operating and intermediate hold- 
ing company levels. 

18 See Re The Commonwealth & Southern 
Corp. (1942) Holding Company Act Release 
No. 3432, 44 PUR(NS) 217, affirmed sub nom, 
Commonwealth & Southern Corp. v. Securi- 
ties and Exchange Commission (1943) 48 
PUR(NS) 72, 134 F(2d) 747; Re Central 
& S. W. Utilities Co. (1942) Holding Com- 
pany Act Release No. 3580, affirmed sub nom. 
Central & S. W. Utilities Co. v. Securities 
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and Exchange Commission (1943) 78 US App 
DC —, 50 PUR(NS) 293, 136 F(2d) 273; 
Re Community Gas & Power Co. (1943) 
Holding Company Act Release No. 4395. 

14 (1942) Holding Company Act Release 
No. 3769. 

15 The Empire District Electric Company 
($6,170,286), St. Joseph Railway, Light, Heat 
& Power Company ($3,604,215), and City 
Light & Traction Company ($1,118,122). 
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ture would be reduced to $40,221,- 
394, 18.5 per cent of the total. 

In addition to its equity in the 
property base of consolidgted subsid- 
jaries, Power & Light had at Novem- 
ber 30, 1943 (adjusted for the same 
transactions as in the above table), 
net assets of. $32,547,472, including 
$5,882,241 of investments in non- 
consolidated subsidiaries and approxi- 
mately $27,000,000 cash. 

As shown above, the corporate 
structure of Power & Light presently 
includes $45,772,000 principal amount 
of debentures and $17,583,800 in- 
voluntary liquidating value of pre- 
ferred stocks. These senior securi- 
ties of the holding company are ob- 
viously excessive in relation to Power 
& Light’s share in its subsidiaries’ 
assets. The fact that Power & Light 


has a substantial amount of cash in 
its treasury, in addition to its equity 


in subsidiaries, does not indicate that 
the debentures and preferred stocks of 
Power & Light are any more appropri- 
ate to the corporate structure of the 
holding company system. Such cash 
is available as an asset behind Power 
& Light’s senior securities, but its 
availability makes all the clearer the 


Gross income of consolidated subsidiaries 
Subsidiaries deductions : 

Fixed charges 

Preferred dividends 

Minority common stock interest 


Balance applicable to Power & Light’s holdings 


Income to Power & Light from other sources . 


Total available to Power & Light 


-- $11,524,101 


fact that such senior securities are an 
unnecessary complication, and facili- 
tates their elimination pursuant to the 
requirements of § 11(b) (2). 

As more of the outlying properties 
are sold by Power & Light, the prop- 
erty base of its remaining subsidiaries 
will decrease further, and additional 
cash will be generated and will be 
available for reduction or elimination 
of Power & Light’s senior securities. 
The inadequacy of the underlying 
structure to support such senior se- 
curities, and the fact that they would 
“unduly and unnecessarily complicate 
the structure” of the holding company 
system, will thus be accentuated. 

Examination of the income state- 
ments of the holding company system 
leads to the same conclusion. The 
following tabulation shows the gross 
income of Power & Light’s consolidat- 
ed subsidiaries, per books, and the por- 
tion thereof applicable to Power & 
Light, together with other corporate 
income, for the twelve months ended 
November 30, 1943, and for the 
average of the years 1939-1942, in- 
clusive, and the twelve months ended 
November 30, 1943: 

12 Months Ended 


11/30/43 
Amount % 


$22,111,881 100.0 
7,224,485 
2,986,461 
376,834 


$10,587,780 


5-Year Average 
Amount % 


$20,385,904 100.0 
7,491,808 
3,067,765 

385,343 
$10,944,916 
$9,440,988 
$459,022 $438,016 
$11,983,123 $9,879,004 


47.9 


52.1 


53.7 
46.3 





16 Cf, Re The United Light & P. Co. (1942) 
Holding Company Act Release No. 3345, 
42 PUR(NS) 193, 197, aff'd sub nom. 
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New York Trust Co. v. Securities and Ex- 
change Commission (1942) 46 PUR(NS) 270, 
131 F(2d) 274, cert. den. (1943) 318 US 786, 
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Of the $11,983,123 available to 
Power & Light for the twelve months 
ended November 30, 1943, $10,089,- 
080, or 84.2 per cent was applicable to 
common stock held by Power & Light, 
and an additional $462,989, or 3.9 
per cent, was applicable to the so-called 
senior securities of The Community 
Traction Company, which has no com- 
mon stock outstanding. It should be 
noted that in addition to the normal 
uncertainties incident to income on 


common stocks, the level of earnings 
of Power & Light’s subsidiaries de- 


A. Interests disposed of during 1943: 
Public Service Company of Colorado 
Durham Public Service Company 
The Lake Shore Coach Company 


B. Interests to be disposed of : 
The Empire District Electric Company 
Benton County Utilities Corporation 
City Light & Traction Company 


pends considerably upon continuation 
of the privilege of filing consolidated 
Federal tax returns with Cities and 
its oil company subsidiaries. 

Moreover, examination of _ the 
sources of the income applicable to 
Power & Light during the twelve 
months ended November 30, 1943, 
shows that the greater part of it was 
applicable to holdings that have been 
or are to be disposed of. Following 
is a breakdown by companies of such 
income : 


% of 


Amount Total 


$3,867,168 
341/805 
81,000 
"$4,289,973 


$603,563 


Lawrence County Water, Lt. & Cold Storage Co. ............ 


Federal Light & Traction Company 
The Community Traction Company 


St. Joseph Railway, Light, Heat & Power Co. ...........-.64. 
The Danbury and Bethel Gas & Elec. Lt. Company 


East Tennessee Light & Power Company 


The Knoxville Gas Company 
Spokane Gas & Fuel Company 
The Pueblo Gas and Fuel Company 


The Doniphan County Light & Power Company 


Stark Transit Inc. 


Nonconsolidated companies ..........0.. 


C. Interests to be retained: 
The Ohio Public Service Company 
The Toledo Edison Company 


DORR MEHGOINE & 5-2 00'ed S854 00 Mate 


eeosee eeeeeeeeereoese 


2,149 
82,743 


2,597,741 
78,022 


$2,975,763 


$2,592,367 (a) 
2,125,020 


$4,717,387 (b) 
$11,983,123 


39.4(b) 
100.0 


(a) Includes income received from The Alliance Public Service Company, merged with The 
Ohio Public Service Company in November 1943. 

(b) If adjusted to include earnings from The Marion-Reserve Power Co., all of whose com- 
mon stock was acquired by The Ohio Public Service Company in January, 1944, applicable 
earnings of the companies to be retained would be $4,904,366, or 40.9 per cent of above total 


income. 





87 L ed 1153, 63 S Ct 981, reh. den. (1943) 
319 US 781, 87 L ed 1725, 63 S Ct 1155: 
“Power has the funds for the payment of 
these debentures. To let the debentures re- 
53 PUR(NS) 


main outstanding is unnecessary, and they 
would thus unnecessarily complicate the struc- 
ture of the system.” 
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Consolidated gross income of the 
subsidiaries Power & Light proposes 
to retain, for the twelve months ended 
November 30, 1943, was $10,228,- 
185 and average gross income for the 
years 1939-1942 inclusive, and the 
twelve months ended November 30, 
1943, was $9,340,210, after adjust- 
ing to include The Marion-Reserve 
Power Company. The fixed charges 
and preferred dividend requirements 
of such subsidiaries (including The 
Marion-Reserve Power Company) 
for the twelve months ended Novem- 
ber 30, 1943, amounting to $5,290,- 
228, were covered 1.9 times by gross 
income for the twelve months ended 
November 30, 1943, and 1.8 times by 
average gross income for the 5-year 
period. Adding the $3,577,878 of 
annual interest and preferred divi- 
dend requirements of Power & Light’s 
present capital structure would result 
in a coverage of less than 1.2 times 
provided by gross income for the 12- 
month period, and less than 1.1 times 
provided by average gross income for 
the 5-year period. Moreover, more 
than 99 per cent of the income ap- 
plicable to Power & Light’s interests 
in its Ohio subsidiaries was common 
stock income, subject to the fluctua- 
tions mentioned above. Obviously 
the senior securities of Power & 
Light are excessive in relation to the 
income available to service them after 
compliance by the Power & Light sys- 
tem with § 11(b)(1). 


Nor has any reasonable necessity 
been shown for the existence of any 
senior securities in the capital struc- 


ture of Power & Light. Power & 
Light concedes that any stratification 
of its capital structure would unduly 
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and unnecessarily complicate the 
structure of its holding company sys- 
tem. In view of the findings above, 
our order herein will require that the 
capital structure of Power & Light, 
now consisting of debt, preferred 
stock and common stock, be reduced 
to a capital structure consisting of 
common stock only.” 


Necessity of the Plan to Effectuate 
the Provisions of § 11(b) 


[6] As stated above, in order to 
effectuate the provisions of § 11(b) 
(2), Power & Light must change its 
corporate structure to one consisting 
of common stock only. The Plan 
would eliminate from the corporate 
structure of Power & Light $63,355,- 
800 principal amount and involuntary 
liquidating value of debentures and 
preferred stocks, all the senior secur- 
ities presently outstanding. Power 
& Light would issue $20,000,000 
principal amount of Notes to banks, 
such Notes to be paid off over a rela- 
tively short period of time out of 
earnings of Power & Light and pro- 
ceeds of sale of interests not retain- 
able under § 11(b)(1), leaving Pow- 
er & Light with a corporate structure 
consisting of common stock only. In 
addition, the proposed transfers of 
securities by Power & Light to Cities 
are steps toward compliance by Pow- 
er & Light with our orders entered 
pursuant to § 11(b)(1). 

Thus the Plan proposes a reason- 
able and appropriate method for ef- 
fecting compliance with § 11(b) and 
we find it necessary to effectuate the 
provisions thereof. 





17Qur findings and order herein do not 
impugn the validity of the proposed bank loan, 
discussed below. 
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Fairness to Persons Affected by Plan 


(a) Public Holders of Debentures 
and Preferred Stock 


The principal question of fairness 
raised by the Plan concerns Power & 
Light’s proposal to pay the holders of 
its senior securities (other than Cities, 
which receives no cash) the principal 
amount and involuntary liquidating 
value thereof, without payment of the 
premiums required in case of redemp- 
tion or voluntary liquidation.” 

Annexed hereto as Appendices 4 and 
5 (omitted herein) respectively, are 
the relevant provisions contained in 
the debentures and debenture inden- 
tures of Power & Light and in the 
certificate of incorporation and certif- 
icates as to rights of preferred stock- 
holders of Power & Light. Clearly, 


the premium requirements apply to 
voluntary action by Power & Light, 


that is, to redemption at the option or 
election of the holding company. 
Power & Light contends that, in view 
of the requirements of § 11(b), its 
redemption of senior securities is in 
essence involuntary, and that the con- 
tract provisions regarding premiums 
are inapplicable. 

In Re The United Light & P. Co., 
supra, note 16, and in Re North 
American Light & P. Co.,! we con- 
cluded that similar provisions for pay- 
ment of redemption premiums were 
inapplicable when retirement of the 
securities involved was made neces- 


sary by the requirements of § 11(b). 
We held that satisfaction of the se- 
curities there involved, without pay- 
ment of redemption premium, was 
fair and equitable, and in both cases 
our decision was affirmed on appeal. 
See also Re The United Light & P. 
Co. (1943) Holding Company Act 
Release No. 4215, 49 PUR(NS) 8, 
enforced in Re The United Light & 
P. Co, (1943) 51 PUR(NS) 235, 
51 F Supp 217, Court order appealed 
by Otis & Co., Intervenor, to the U. S 
circuit court of appeals for the third 
circuit; Re North Continent Utilities 
Corp. (1943) Holding Company Act 
Release No. 4686, enforced in Re 
North Continent Utilities Corp. 
(1944) 54 PUR(NS) —, 54 F 
Supp 527. 

In each of the cases cited above we 
had entered an order that the issuer 
of the securities involved must be 
liquidated and dissolved by reason of 
the requirements of § 11(b). No 
such order, however, had been en- 
tered in Re Consolidated Electric & 
Gas Co. (1944) Holding Company 
Act Release No. 4900. In prior find- 
ings in that proceeding we had found 
that disposition by Consolidated of its 
interest in a major subsidiary thereof 
was necessary to effectuate the pro- 
visions of § 11; that compliance with 
§ 11(b) would involve substantially 
complete liquidation of that portion of 
the enterprise on which the Federated 
bonds (theretofore assumed and pres- 





18 Such premiums amount to 2 per cent of 
the principal amount of the debentures, $10 
per share of $7 preferred stock and $5 per 
share of $6 and $5 preferred stock. The aggre- 
gate amount of premium involved is $831,380 
on the debentures and $378,315 on the preferred 
stock. Although no one has requested leave 
to intervene or to be heard in opposition to 
the proposed plan, a number of security hold- 
ers have written to us, and an investment 
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banker made a statement at one of the hear- 
ings in behalf of certain of his clients, object- 
ing to the proposed retirement of publicly held 
debentures and preferred stock. of Power & 
Light without payment of premium. 

19 (1942), aff'd sub. nom. City National 
Bank & Trust Co. v. Securities and Exchange 
Commission (1943) 48 PUR(NS) 195, 134 
F(2d) 65. 
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ently proposed to be paid by Consoli- 
dated) had a lien; that application of 
the proceeds of such sale to the retire- 
ment of bonds was a necessary conse- 
quence of the sale; and that simplifi- 
cation of the security structure of 
Consolidated by elimination of the 
Federated bonds was necessary to 
effectuate the provisions of § 11(b) 
(2). In these circumstances, we con- 
cluded that payment of the Federated 
bonds at their principal amount and 
accrued interest, as provided in the 
plan of Consolidated, was fair and 
equitable to the investors affected 
thereby. 

In the instant case, we have here- 
tofore found, pursuant to § 11(b) 
(1), that Power & Light must dispose 
of its interest in subsidiaries which 
then constituted over 55 per cent of 
the consolidated assets of the Power 
& Light system.” Originally con- 
trolling a widely scattered empire,” 
Power & Light will be limited by the 
compulsory provisions of § 11 to its 
Ohio properties. As stated above, 
elimination of all senior securities 
from the corporate structure of Pow- 
er & Light is a necessary consequence 
of such partial liquidation, and is com- 
pelled by the provisions of § 11(b) 
(2). Over $22,000,000 of the cash 
that Power & Light proposes to use in 
paying off its debentures and pre- 
ferred stock consists of proceeds from 
the sale of its interests in three sub- 
sidiaries, disposed of as part of its 
program of compliance with § 11 and 
our orders thereunder. 


This proceeding differs from those 
cited above in that a part of the 
money required to retire the publicly 
held senior securities is being raised 
by issuing and selling notes to banks. 
We have considered the possibility 
that payment of premiums should be 
required on that portion of the public- 
ly held debentures and preferred stock 
that is being so refunded. We have 
decided, however, that the distinction 
is not one of substance. Section 11 
compels and the Plan proposes com- 
plete elimination of Power & Light’s 
senior securities. Within the limits 
of this over-all compulsion, Power & 
Light has some freedom of choice as 
to procedure and timing. We find be- 


- low that the proposed notes, which are 


expected to be of short duration, are 
an appropriate device for facilitating 
the required elimination of Power & 
Light’s senior securities, and we do 
not believe the use of that method 
rather than some other makes the pro- 
posed retirement of any of its senior 
securities optional or voluntary. 

We conclude that the contractual 
provisions with respect to payment of 
premiums do not apply to the pro- 
posed redemption of Power & Light’s 
debentures and preferred stock. Nor 
would fairness and equity require pay- 
ment of any premium. The deben- 
tures and preferred stock of Power & 
Light have never been high-grade se- 
curities. They were issued at dis- 
counts, and between 1931 and July, 
1943 the market prices never reached 
100.% Their ratings in the financial 





® Re Cities Service Power & Light Co. 
(1943) Holding Company Act Releases No. 
4489 and 4551, 50 PUR(NS) 328, 372. 

21 Prior to passage of the Holding Company 
Act, Power & Light’s subsidiaries operated in 
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15 states, from Connecticut and North Carolina 
to Washington and Arizona, and in Canada. 

22 The debentures sold as low as 25 in 1933 
and the preferred as low as 64 in 1935. As re- 
cently as April, 1942, the debentures were sell- 
ing at 65 and the preferred at 40. 
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services since their issuance indicate 
that they have uniformly been re- 
garded as speculative securities. The 
rights of the holders of Power & 
Light’s debentures and _ preferred 
stock have always been accompanied 
by substantial risks, so that payment 
of full principal amount and accrued 
interest on the debentures, and of 
$100 per share and accrued dividends 
on the preferred stock, is adequate 
compensation for the termination of 
such rights.* 

It is true, as discussed below, that 
certain issues have been raised with 
respect to possible subordination of 
Cities’ holdings of Power & Light’s 
senior securities. This possibility 
tends to diminish the risks attached to 
similar securities held by the public. 
However, we are of the opinion that 
the equitable doctrines involved would 


not require payment of redemption 
premiums under the circumstances of 
this proceeding. 

We conclude, 
proposed Plan is fair and equitable to 
the public senior security holders of 


therefore, that the 


Power & Light. In reaching this con- 
clusion, we have not considered it 
necessary to discuss the relative values 
of the securities exchanged by Power 
& Light and Cities since Cities owns 
all the common stock of Power & 
Light. 


(b) Cittes and Its Security Holders 
Whether the Plan is fair to Cities 
and to the security holders of Cities 
involves consideration of the effect on 
them of the proposed payments to the 
public holders of Power & Light’s de- 
bentures and preferred stock, and of 
the proposed transfers of securities 
between Power & Light and Cities. 
We have concluded above, in effect, 
that the proposed payments to public 
security holders of Power & Light are 
not too low. We must also consider, 
from the standpoint of Cities and its 
security holders, whether such pay- 
ments to public security holders of 
Power & Light are too high. This 
might present a serious problem, par- 
ticularly with respect to the $5 and 
$6 series of preferred stock, were it 
not for the fact that the pending pro- 
ceeding instituted by us™ involves 
the question, among others, whether 
there was such an original overcapital- 
ization of Power & Light with senior 
securities, and mismanagement of 
Power & Light for the benefit of 
Cities, in violation of the fiduciary ob- 
ligations of Cities, as would require 
subordination of Cities’ holdings of 
Power & Light’s senior securities to 
those of the public under the equitable 
doctrines enunciated in the “Deep 
Rock” Case * and other decisions.” 
We have outlined above certain of the 





23 See Re Consolidated Electric & Gas Co. 
supra; we there said, in part (Holding Com- 
pany Act Release No. 4900) : 

“Even if the indenture provisions should be 
deemed applicable by their terms to the re- 
tirement of the Federated Utilities, Inc., bonds, 
as proposed in the plan, it would be neces- 
sary for us to determine whether it is fair and 
equitable to give effect to the provisions under 
the circumstances. We have previously held 
that the processes of compliance with § 11 
should not be permitted to give a windfall to 
one class of security holders at the expense of 
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another. Such a windfall would result if com- 
pliance makes it necessary to pay a premium 
to retire bonds where the premium cannot be 
regarded as compensation to bondholders for 
the disadvantage of being required to accept 
payment for their bond in advance of ma- 
turity.” 

24 See footnote 2, supra. 

25 Taylor v. Standard Gas & E. . Pasco 
306 US 307, 83 L ed 669, 59 S Ct 5 

26 Pepper v. Litton (1939) 308 os nt 84 
L ed 281, 60 S Ct 238; Consolidated Rock 
Products Co. v. DuBois (1941) 312 US 510, 
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facts concerning the financial history 
of Power & Light, which might bear 
on the question of possible subordina- 
tion. While it should be clearly un- 
derstood that nothing herein is in- 
tended to pass on that question, the 
fairness to Cities and its security 
holders, like the question of fairness 
to the public security holders of Pow- 
er & Light, must be considered in the 
light of the pendency of those issues. 
So considered, we conclude that the 
payments to public security holders 
of Power & Light as proposed by 
Cities are fair to Cities and to its se- 
curity holders. 

Nor is there any unfairness to 
Cities and its security holders arising 
from its surrender to Power & Light 
of securities apparently more valuable 
than those it is to receive from Power 
& Light.” Apart from possible in- 
firmities in Cities’ holdings of senior 
securities, discussed above, Cities 
holds, as noted, all Power & Light’s 
common stock and will, upon elimina- 
tion of all Power & Light’s senior se- 
curities, be its only security holder. 

However, reports filed with us by 
officers and directors of Power & 
Light and Cities disclose that certain 
of them have made acquisitions from 
public holders of the debentures and 
preferred stock of Power & Light 
since Power & Light registered 


under the act and when it may 
have been reasonable to  antici- 
pate a reorganization or recapitaliza- 
tion of Power & Light. These acqui- 
sitions were made at prices substan- 
tially below the amounts now proposed 
to be paid to holders of such secur- 
ities. The record does not contain 


the facts and information necessary to 
determine whether or not the provi- 
sions of the Plan, in providing for 
payment of such amounts to those of- 
ficers and directors, is fair and equit- 
able and is otherwise in conformity 
with the provisions of the act.™ 


Since we cannot at this time deter- . 
mine these questions, our approval of 
the Plan must be on the condition that 
Cities and Power & Light shall make 
appropriate provision to insure that 
the debentures and preferred stock 
which are held directly or indirectly 
on March 13, 1944, by or for any of- 
ficer or director of Cities or of Power 
& Light, and which have been ac- 
quired since February 24, 1938 (the 
date Power & Light registered as a 
holding company), shall be surren- 
dered by such officers and directors 
under the Plan, and that the cash paid 
in respect of such debentures and pre- 
ferred stock shall be held in a special 
fund by Power & Light. Such cash 
(which may be invested in govern- 
ment securities) and any increment 





85 L ed 982, 61 S Ct 675; Re Commonwealth 
Light & P. Co. and Inland Power & Light 
Corp. (1944) — F(2d) —. 

27 We have not discussed herein the cost to 
Power & Light of the securities being trans- 
ferred to Cities, some of which were originally 
acquired from Cities at amounts exceeding 
Cities’ cost, nor has the record been completed 
on such matters. We shall, therefore, reserve 
jurisdiction with respect to all accounting en- 
tries to be made both by Cities and by Power 
& Light in reflecting the proposed transactions. 

28 Somewhat analogous issues are before us 


[16] 
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on remand in another proceeding; Re Federal 
Water Service Corp. (1941) Commission Files 
numbered 34-9, 34-41 and 70-28, 8 SEC 893, 
41 PUR(NS) 321. For our prior opinion see 
Re Federal Water Service Corp. (1941) Hold- 
ing Company Act Release No. 3023, 41 PUR 
(NS) 361; decision reversed, Chenery Corp. 
v. Securities and Exchange Commission 
(1942) 75 App DC 375, 44 PUR(NS) 138, 
128 F(2d) 303; case remanded to the Commis- 
sion, Securities and Exchange Commission v. 
Chenery Corp. (1943) 318 US 80, 87 L ed 
626, 47 PUR(NS) 15, 63 S Ct 454. 
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thereto shall be subject to such dispo- 
sition as may be determined to be ap- 
propriate in view of the circumstances 
in which the securities had been ac- 
quired and held. Jurisdiction will be 
reserved for this purpose. 


Subject to the condition just noted, 
we find that the Plan is fair and equi- 
table to Cities and its security holders. 


Other Issues 


(a) Proposed Notes to Banks 

As stated above, the requirements 
of §§ 6 and 7 of the act are applicable 
to the notes which Power & Light 
proposes to issue to banks pursuant to 
the Plan. The application herein for 
approval of the Plan includes a re- 
quest that it be considered as a declara- 
tion filed under § 7(a), pursuant to 
the requirements of § 6(a), with re- 
spect to such notes. 


The proposed notes are to be issued 
and sold solely for the purpose of dis- 
charging outstanding securities of 
Power & Light, and clearly meet the 


requirements of § 7(c)(2). The 
provisions of § 7(g) are satisfied, 
since there is no state Commission 
having jurisdiction over issuance of 
the notes. 


The notes are to be issued in two 
series, and are to be secured by pledge 
of all the securities of its subsidiaries 
which Power & Light shall own upon 
consummation of the Plan. Each of 
the eight banks advancing the money 
is to receive series A and series B 
notes in the same proportion. 

The series A notes, in the aggre- 
gate principal amount of $6,000,000, 
are to mature serially in the amount 





28 Any such extension would of course re- 
quire our approval of a declaration filed with 
respect thereto under § 7. 
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of $1,000,000 every six months, be- 
ginning six months from their date, 
and are to bear interest at 2? per cent 
per annum payable semiannually. The 
series B notes, in the aggregate prin- 
cipal amount of 14,000,000, are to 
mature three years from their date 
and are to bear interest at 34 per cent 
per annum payable semiannually, the 
rate to be reduced to 3 per cent when 
the series B notes outstanding aggre- 
gate not more than $9,000,000, and 
to 23 per cent when they aggregate 
not more than $4,000,000. 

Power & Light is to pay the lend- 
ing banks a commitment fee of $14,- 
000 when the loan is made in return 
for the right (absent default) to an 
extension of $2,000,000 principal 
amount of the series B notes for one 
year, and to an extension of the re- 
maining unpaid principal amount, if 
any, of the series B notes for two 
years, from their maturity.” 

Power & Light may prepay the 
notes at any time, in whole or in part, 
without premium unless such _pay- 
ment is made from the proceeds of 
other borrowings. In that event pre- 
payment shall be at such premium as 
will result in a yield basis of 1} per 
cent from the date of prepayment to 
the then date of maturity of the notes 
prepaid, provided that the premium 
shall never exceed 24 per cent. Any 
prepayment of part of the notes shall 
be applied first on the series B notes. 

The custodian agreement pursuant 
to which Power & Light’s assets are 
to be pledged provides that Power & 
Light’s securities in its Ohio subsidi- 
aries may not be released from pledge, 
unless either the holders of all out- 
standing notes shall first consent in 
writing, or unless Power & Light shall 


242 





RE CITIES SERVICE CO. 


pay off the notes in full concurrently 
with the release. Power & Light’s in- 
terest in the “Empire Group” of sub- 
sidiaries *° may be released in order to 
effectuate a plan for the recapitaliza- 
tion of any or all of them, provided 
that the banks receive three days’ prior 
written notice of the date of filing 
such plan and of the date of hearing 
thereon. Power & Light may require 
the release of the pledged securities 
of Federal Light & Traction Com- 
pany in order to effectuate the plan of 
that company filed December 20, 
1943.%4 As to each of its other direct 
subsidiaries, Power & Light agrees 
that unless holders of at least 60 per 
cent of its outstanding notes shall 
first consent in writing, Power & 
Light will not permit it to be merged 
into or consolidated with any other 
corporation, to sell all or substantially 
all of its assets to any other corpora- 
tion, or to readjust its capital struc- 
ture in any manner inconsistent with 
the provisions of the notes or the cus- 
todian agreement or prejudicial to 
Power & Light’s ability to perform its 
obligations on the notes. Power & 
Light may at any time require the re- 
lease of any collateral securities (other 
than securities of its Ohio subsidi- 
aries) upon receipt by the custodian, 
among other things, of cash equal to 
the net proceeds of sale. 

The pro forma consolidated earn- 
ings of Power & Light and its sub- 
sidiaries for the twelve months ended 
November 30, 1943 (giving effect to 
the sale of Public Service Company 


of Colorado and Durham Public 
Service Company, to the acquisition 
by The Ohio Public Service Company 
of The Marion-Reserve Power Com- 
pany, and to the transactions contem- 
plated in the Plan), before payment 
of interest or principal on the pro- 
posed notes, amount to $6,371,705. 
The estimated corporate income of 
Power & Light for the year 1944, be- 
fore payments on the notes, is $4,- 
491,000. The notes require interest 
payments of $608,000 for the first 
year, and principal payments of $2,- 
000,000 per annum out of Power & 
Light’s earnings. 

The note agreement itself provides 
that Power & Light shall pay no divi- 
dends on its common stock, so long 
as any of the notes remain outstand- 
ing, except out of income in excess of 
the required payments of interest on 
all the notes and of principal on the 
series A notes received subsequent to 
November 30, 1943. The Plan im- 
poses further restrictions during the 
same period, providing that Power & 
Light will not declare or pay any divi- 
dends on its common stock aggregat- 
ing more than $500,000 * in any one 
year. Power & Light intends to ap- 
ply net income in excess of that 
amount, and not required as working 
capital, either to the reduction of the 
principal amount of the loan or, to the 
extent approved by us, to the acquisi- 
tion of securities of Power & Light’s 
subsidiaries. 

We are satisfied from the record 
herein that the proposed notes are 





% The Empire District Electric Company, 
Benton County Utilities Corporation, City 
Light & Traction Company, Lawrence County 
Water, Light & Cold Storage Company, and 
Ozark Utilities Company. 
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81 See Holdng Company Act Release No. 
4832 


82 This amount is slightly in excess of the 
annual dividend requirements on the preferred 
stock Cities proposes to surrender to Power 
& Light. 
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likely to be paid before maturity. The 
record indicates that compliances by 
Power & Light with our earlier order 
under § 11(b)(1) in the manner 
now proposed, that is, through sale of 
assets, would result in Power & 
Light’s receiving sufficient cash to pay 
off the notes in full, and under the 
note agreement all sales proceeds must 
be applied to payment of the notes. 
The terms of pledge of Power & 
Light’s assets as security for the notes 
might tend to impede reorganizations 
of Power & Light’s subsidiaries so 
long as the notes remain outstanding. 
However, such restrictions are tem- 
porary, and Power & Light will re- 
main free to make the most imperative 
adjustments. Moreover, the dividend 
restrictions referred to above will 
make substantial amounts available 
for strengthening the capital struc- 
tures of Power & Light’s subsidiaries 
or for hastening the elimination of all 
senior securities from the capital 
structure of Power & Light itself, or 
both. .Under all the circumstances, 
we are persuaded that the terms of the 
note agreement and custodian agree- 
ment are not detrimental to the public 
interest or to the interest of investors 
or consumers, that the proposed notes 
are reasonably adapted to the security 
structure of Power & Light and its 
subsidiaries and to the earning power 
of Power & Light, and that financing 
by issuance of such notes is appropri- 
ate to the holding company business 
of Power & Light. 

Fees and commissions to be paid in 
connection with the Plan will be dis- 
cussed briefly below; we do not find 
them to be unreasonable. 

Thus unfavorable findings are not 
required under paragraphs (1), (2), 
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(3), (4), or (6) of § 7(d). Sections 
7(d)(5) and (7) (e) are not applica- 
ble to the proposed notes, and we do 
not find it necessary to impose any 
conditions pursuant to § 7(f). The 
declaration of Power & Light with 
respect to said notes may, therefore, 
be permitted to become effective. 


(b) Proposed Acquisitions and Sales 

of Securities 

The proposed acquisition by Pow- 
er & Light of its own securities, and 
of the securities of Ozark Utilities 
Company, appear to satisfy the re- 
quirements of §§ 9(a) and 10 so far 
as they are applicable. Power & 
Light’s acquisition of the Ozark Util- 
ities Company securities has been ap- 
proved by the Public Service Commis- 
sion of the state of Missouri. Al- 


though the interest in Ozark Utilities 
Company which Power & Light pro- 


poses to acquire from Cities. will not 
be retainable by Power & Light under 
the provisions of § 11(b)(1), the 
Ozark properties are presently inte- 
grated with those of The Empire Dis- 
trict Electric Company and other sub- 
sidiaries of Power & Light serving 
adjacent areas in the state of Mis- 


souri, and it appears that the proposed 


acquisition will facilitate Power & 
Light’s disposition of its entire inter- 
est in such properties. As indicated 
above, the proposed consideration ap- 
pears to be reasonable. We find, 
therefore, that the provisions of § 10 
(f) are satisfied, that unfavorable 
findings are not required under §§ 10 
(b) or 10(c), and that, subject to the 
condition, to be incorporated in our 
order herein, that Power & Light shall 
dispose of its interest in Ozark Utili- 
ties Company within one year, the 
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application of Power & Light for ap- 
proval of the proposed acquisitions by 
it may be granted. 

The proposed acquisition and re- 
tirement by Power & Light of its own 
securities have been found above to be 
necessary to effectuate the provisions 
of § 11(b), and the terms have been 
found fair and equitable to the per- 
sons affected. They may, for reasons 
previously indicated, be approved pur- 
suant to § 12(c) of the act and Rule 
U-42 thereunder, and the declaration 
of Power & Light with respect there- 
to may be permitted to become effec- 
tive. 

Cities has applied for approval of 
the proposed acquisition from Power 
& Light of certain senior securities of 
The Gas Service Company, Kansas 
City Gas Company, and The Wyan- 
dotte County Gas Company, presently 
subsidiaries of Cities, and of substan- 
tially all * the securities of The Com- 
munity Traction Company. The pro- 
posed acquisition of the securities of 
Kansas City Gas Company has been 
approved by the Public Service Com- 
mission of the state of Missouri, and 
it does not appear that state laws re- 
quire such approval with respect to 
the other proposed acquisitions by 
Cities. 

We have not yet decided whether 
the present interests of Cities in The 
Gas Service Company, Kansas City 
Gas Company and The Wyandotte 
County Gas Company may be re- 
tained by Cities under § 11(b)(1), 
but the proposed acquisition of addi- 
tional securities by Cities appears to 

33 The public holds 631 shares, par value $6,- 


310, of the preferred stock of The Community 
Traction Company. 
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present no new problems and, by con- 
fining the system’s holdings in Cities, 
should facilitate the ultimate disposi- 
tion by Cities of its interest in the 
companies, if such steps should be 
found necessary under the act. The 
Community Traction Company is not 
a utility company, and though it ap- 
pears to be not retainable along with 
any of the utility subsidiaries of Cities, 
the record indicates that Cities in- 
tends to comply with § 11(b)(1) 
through disposition of its utility 
properties. 

We find, with respect to the pro- 
posed acquisitions by Cities, that the 
provisions of § 10(f) are satisfied, 
and that unfavorable findings are not 
required under §§ 10(b) or 10(c). 
We shall, therefore, grant the applica- 


.tion of Cities for approval of such 


proposed acquisitions, subject to the 
condition that jurisdiction is reserved 
over the ultimate disposition by Cities 
of the interests to be acquired. 

The provisions of §§ 12(d) and 12 
(f) are also applicable to the transac- 
tions between Cities and Power & 
Light. For the reasons stated above 
in our consideration of the Plan, we 
shall permit the declarations of Power 
& Light and Cities with respect there- 
to to become effective pursuant to 
$§ 12(d) and 12(f) and Rules U-43 
and U-44 thereunder. 


(c) Fees, Commissions, and Other 

Remuneration 

In addition to the $14,000 commit- 
ment fee referred to above, Power & 
Light has estimated that its expenses 
in connection with the Plan will ag- 
gregate $61,300, including counsel 
fees of Frueauff, Burns & Ruch in the 


53 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


amount of $25,000, and fees to the 
trustee in connection with the pro- 
posed retirement of Power & Light’s 
debentures and preferred stock aggre- 
gating $22,000. In view of the na- 
ture of the proceeding and the work 
necessarily involved, we do not find 
these fees and expenses unreasonable 
in amount. Cities proposes to pay 
$7,500 thereof, 30 per cent of the es- 
timated fee of Frueauff, Burns & 
Ruch. Joseph L. Weiner, who also 
represented Cities and Power & Light 
in the proceedings, is on retainer paid 
wholly by Cities. We do not find the 
proposed allocation of fees and ex- 
penses unreasonable and shall approve 
such payments by Power & Light and 
by Cities not in excess of the above 
amounts. 


(d) Internal Revenue Code Provi- 
SIONS 


Power & Light has requested that 
our order include recitals that certain 


of the transactions proposed as part 
of the Plan are necessary or appropri- 
ate to the integration or simplification 
of Power & Light’s holding company 
system and are necessary or appro- 
priate to effectuate the provisions of 
§ 11(b). We have so found, and our 
order will include appropriate recitals. 


(c) Reservations of Jurisdiction 

We have considered in these find- 
ings the question, raised in the pro- 
ceeding instituted by us pursuant to 
§ 11(b) (2), of what changes must be 
made in the corporate structure of 
Power & Light in order that such cor- 
porate structure shall not unduly or 
unnecessarily complicate the structure, 
or unfairly or inequitably distribute 
voting power among security holders, 
of the holding company system of 
Cities and Power & Light. We have 
not taken up the question whether 
Power & Light’s continued existence 
would violate the standards of § 11 
(b)(2), or the other issues in the 
proceeding relating to Power & Light 
and its subsidiary companies. Our 
order herein will, therefore, reserve 
jurisdiction with respect to such is- 
sues. As noted above, we shall also 
reserve jurisdiction over the account- 
ing entries to be made by Power & 
Light and Cities in recording the pro- 
posed transactions, over the disposi- 
tion of cash paid in respect of deben- 
tures and preferred stock acquired 
and held by officers and directors of 
Power & Light and Cities in the cir- 
cumstances outlined above, and over 
the disposition by Cities of securities 
to be acquired from Power & Light. 

An appropriate order will issue. 
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Re Waynesboro Gas Company 


Securities Certificate No. 375 
May 3, 1944 


ECURITIES certificate filed for extension of maturity date of 
S bonds; certificate registered in so far as it pertained to exten- 
sion for short period to permit reorganization plan and rejected 

in so far as it pertained to long extension. 


Security issues, § 71 — Basis — Franchises. 
1. An amount of $100,000 for franchises of a gas company having total 
capitalizable assets of $326,835 is obviously out of proportion and such 
amount, therefore, is not a proper support for securities, p. 249. 


Security issues, § 89 — Basis — Original cost — Depreciation deduction. 
2. The Commission favors original cost to a utility of used and useful 
long-lived plant, less reasonably adequate deduction for depreciation, as a 
base for long-term securities, p. 249. 


Security issues, § 49 — Interest and dividend requirements — Relation to earnings. 
3. Securities should not be issued in an amount greater than the reasonably 
prospective earnings warrant; they should not be issued unless there are rea- 
onable prospects that interest and dividends can be paid over the lives of the 
securities, and adequate provision be made for retirement, if debt securities, 


p. 249. 


Security issues, § 9 — Extension of maturity — Bonds not supported by assets — 


Prospective earnings. 


4. Authority to extend the maturity date of bonds should be denied, except 
as to a short extension sufficient to formulate a plan of financial reorganiza- 
tion, when the bonds are not supported by capitalizable assets and reasonably 


prospective earnings, p. 250. 


By the Commission: Waynesboro 
Gas Company, filer of this securities 
certificate, supplies manufactured gas 
to the public in the borough of 
Waynesboro, Franklin county. All 
its outstanding common stock is 
owned by M. A. Hollengreen and H. 
Blair Minick, both of Waynesboro, 
who purchased it from Consolidated 
Electric and Gas Company on Decem- 
ber 16, 1942. 

In the securities certificate the com- 
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pany proposes the extension to Feb- 
ruary 1, 1963, of the maturity date of 
$195,000 principal amount of bonds 
which matured on February 1, 1943. 
As extended, the bonds would carry 
a coupon interest rate of 4 per cent 
instead of 5 per cent. All the bond- 
holders have agreed to the extension. 

It appears from additional informa- 
tion submitted by the company at the 
hearing (1) that $20,000 principal 
amount of bonds owned by the com- 
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pany as at the date of filing the se- 
curities certificate would be canceled 
if the Commission should think that 
the cancellation thereof would be to 
the interest of the company; (2) that 
no provision has been made for a 
sinking fund to retire or redeem at 
or before maturity all or any part of 
the bonds proposed to be extended; 
and (3) that $6,500 principal amount 
of bonds acquired by the company 
since the date of the filing of the se- 
curities certificate would be retained 
as treasury bonds subject to resale by 
the company. 

The securities certificate has been 
filed with us pursuant to § 601 of the 
Public Utility Law, which provides 
that “ every public utility, 
before it shall execute, cause to be 
authenticated, deliver, or make any 
change or extension in any term, con- 
dition, or date of any bond, 
note, trust certificate, or other evi- 
dence of indebtedness of itself 
shall have filed with the Commission, 


In Owned by Hollen- 
green and Minick 


treasury 


First mortgage 4% bonds ... 
Common stock 


and shall have received from the Com- 
mission notice of registration of, a 
document to be known as a securities 
certificate. .” (Italics sup- 
plied. ) 

We are required to register any 
such securities certificate if we should 
find, in the language of § 603 of said 
law, “that the issuance or assump- 
tion of securities in the amount, of 
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the character, and for the purpose 
therein proposed, is necessary or prop- 
er for the present and probable future 
capital needs of the public utility filing 
such securities certificate”; otherwise 
we are required to reject the securi- 
ties certificates. Such registration or 
rejection, § 603 also provides, “may 
be as to all or part of the securities 
to which such securities certificate per- 
tains, and any registration may be 
made subject to such conditions as 
the Commission may deem reasonable 
in the premises.” In determining 
whether a securities certificate should 
be registered or rejected, in whole or 
in part, we “may consider the relation 
which the amount of each class of 
securities issued by such public utility 
bears to the amount of other such 
classes, the nature of the business of 
such public utility, its credit and pros- 
pects, and other relevant matters.” 

If the bonds were extended as pro- 
posed, then the company would have 
the following securities outstanding: 


Owned 


by public Total 


$175,000 
100,000 


$275,000 


$100,000 
$100,000 


The company thus would have 
$175,000 principal amount of bonds 
and $100,000 par value of common 
stock outstanding, or a total of $275,- 


000 of securities. In comparison, the 
book value of the company’s capital- 
izable assets (assets essential in the 
conduct of its public utility opera- 
tions) was as follows as at Decem- 
ber 31, 1943: 
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Fixed Capital 


Utility plant 
Less: Reserve for depreciation ... 


$325,881.81 
117,087.92 


$208,793.89 
100,000.00 


Franchises 


Book value less reserve for de- 
preciation of fixed capital as 
at December 31, 1943 
Add: Materials and supplies—per 
balance sheet 
Cash working capital requirements 
(two months’ operating ex- 
penses, exclusive of depreciation 
and taxes) 


$308,793.89 
8,563.43 


9,478.00 
-» $326,835.32 


[1] It appears, then, that the book 
value of total capitalizable assets is 
$51,835.32 more than the amount of 
securities proposed to be outstanding. 
But the amount of $100,000 for fran- 
chises is obviously out of proportion, 
and such amount therefore is not a 
proper support for securities. It was 
on the books when Hollengreen and 
Minick acquired control of the com- 
pany—was “inherited,” so to speak— 
and admittedly is unsupportable. 


Total capitalizable assets .. 


[2] As a general rule, we favor 
original cost to a utility of used and 
useful long-lived plant, less a reason- 
ably adequate deduction for deprecia- 
tion, as a base for long-term securi- 
ties. But the base figure of $325,- 
881 for utility plant is its books value. 
This figure may be more or less than 
the original cost of the plant, which is 
unknown. 

The adequacy of the reserve for 
depreciation and the life expectancy 
of the plant are also unknown. It ap- 
pears that the company is considering 
substituting natural gas for manu- 
factured gas. This, if done, probably 
would improve income, but at the 
same time would entail the abandon- 
ment, or partial abandonment, of gas- 
production plant and related proper- 


ties, and would also require the con- 
struction—and financing—of a mile- 
long pipe line to transport the natural 
gas to Waynesboro. 

Elimination of the $100,000 fran- 
chise item results in an adjusted 
figure of $208,793.89 for fixed capi- 
tal less reserve for depreciation, and 
a figure of $226,835.32 for total 
capitalizable assets. On this basis, the 
amount of securities proposed to be 
outstanding exceeds by $48,164.68 the 
amount of total capitalizable assets, 
and the amount of bonds outstand- 
ing bears the high ratio of 83.8 per 
cent to the amount of adjusted fixed 
capital less reserve for depreciation. 

[3] In no case should securities be 
issued in an amount greater than the 
reasonably prospective earnings war- 
rant; in other words, securities should 
not be issued unless there are reason- 
able prospects that interest and/or 
dividends thereon can be paid over the 
lives of the securities, and adequate 
provision be made for the retirement 
thereof, if debt securities. 

Interest at 4 per cent per annum 
on the $175,000 principal amount of 
bonds proposed to be extended 
amounts to $7,000. The earnings of 
the company available for the pay- 
ment of $7,000 of bond interest were 
as follows in several recent years: 

Earnings 
after pro- 
sion of $4,800 


annually for Bond to bond 
depreciation interest interest 
$13,329.84 $7,000 1.90 
7,000 1.81 
2 7,000 1.73 
8,893. 7,000 i 
9,280.99 7,000 h. 


Ratio of 
earnings 


These earnings-to-bond-interest ra- 
tios obviously do not afford a sufficient 
margin of safety to the company, par- 
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ticularly in view of the fact that the 
earnings of manufactured gas com- 
panies, in normal times, have been on 
a downward curve because of the com- 
petition of other fuels and sources of 
energy. The struggle to meet bond 
interest may result, if it has not al- 
ready resulted, in harmful economies 
in operating and maintaining the com- 
pany’s properties. And unless there 
is a decided improvement in income— 
the record gives no promise that there 
will be, other than the hint about the 
possible substitution of natural for 
manufactured gas—the company at 
the end of twenty years would be 
in no better position than now to pay 
off the bonds or to refund them at 
reasonable terms. 

The capitalization of the company 
clearly should be scaled down. We 


suggest for the consideration of the 


company: (1) That $26,500 prin- 
cipal amount of bonds owned by the 
company be canceled; (2) that not 
less than $28,500 principal amount of 
the presently outstanding bonds be 
converted into 4 per cent preferred 
stock, so as to reduce the outstanding 
bonds to a total of $140,000, or a 
ratio of bonds to fixed capital of 67 
per cent; (3) that the mortgage se- 
curing the bonds be amended to pro- 
vide that an amount equal to the an- 
nual depreciation charge (not less 
than $4,800 per year) shall be ex- 
pended for additions, betterments, and 
replacements (but not maintenance) 
to and of plant, or be used for the re- 
tirement of bonds; (4) that the com- 
mon stock be reduced to an amount 
which, with the amount of bonds and 
preferred stock to be held by the gen- 
eral public, will fall within the amount 
of capitalizable assets. At the same 
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time the amount at which franchises 
are carried in the accounts should be 
reduced to the actual cash cost (to be 
estimated if not known) incurred in 
obtaining the franchises. 

To give the company time to for- 
mulate a feasible and comprehensive 
plan of financial reorganization, in- 
cluding the obtaining of consents from 
bondholders, and the drafting of 
amendments to the indenture of mort- 
gage, we shall approve extension of 
the date of maturity of certain of the 
bonds to February 1, 1945. 

[4] The matters and things in- 
volved at Securities Certificate No. 
375 having been duly presented and 
heard, and full consideration having 
been given thereto, we find and deter- 
mine that the extension of the date 
of maturity of $168,500 principal 
amount of the first mortgage bonds 
of Waynesboro Gas Company to Feb- 
ruary 1, 1945, subject to appropriate 
conditions, is necessary or proper for 
the present and probable future 
capital needs of said company; that 
the extension of the date of maturity 
of said principal amount of said bonds 
beyond February 1, 1945, is not nec- 
essary or proper for the present and 
probable future capital needs of said 
company; and that the extension of 
the date of maturity of $26,500 prin- 
cipal amount of said bonds beyond 
February 1, 1943, is not necessary 
or proper for the present and prob- 
able future capital needs of said 
company; therefore, 

Now, to wit, May 3, 1944, it is 
ordered: 

1. That Securities Certificate No. 
375, filed by Waynesboro Gas Com- 
pany with respect to the extension of 
the date of maturity of its first mort- 
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gage bonds from February 1, 1943, to 
February 1, 1963, be and is hereby 
registered in so far as it pertains to 
the extension of the date of maturity 
of $168,500 principal amount of said 
bonds to February 1, 1945; and be 
and is hereby rejected in so far as it 
pertains to the extension of the date 
of maturity of said $168,500 princi- 
pal amount of said bonds beyond Feb- 
ruary 1, 1945, and in so far as it per- 


tains to the extension beyond Feb- 
ruary 1, 1943, of the date of maturity 
of $26,500 principal amount of said 
bonds. 

2. That from February 1, 1943, to 
February 1, 1945, the rate of inter- 
est on said bonds shall not exceed 
4 per cent per annum. 


The Chairman being absent did not 
participate in the vote on this order. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Interstate Power Company 


2-U-1957 
May 4, 1944 


bagi for authority to revise power rates; rates revised in 
order to eliminate connected load basis. 


Discrimination, § 99 — Electric rates — Connected load basis. 
An electric rate consisting of an hour’s use rate plus a service charge based 
on connected load is unreasonable and discriminatory because of frequent 
billing on the basis of incorrect load count. 


¥ 


By the Commission: On February 
23, 1944, the Interstate Power Com- 
pany of Wisconsin filed with the Com- 
mission a petition requesting authority 
to revise its power rates applicable in 
the cities of Prairie du Chien, Craw- 
ford county, and Lancaster, Grant 
county. The proposed rate change 
would adversely affect certain custom- 
ers, thus requiring a hearing, although 
the net effect would be a reduction in 
revenues to the utility. 


Hearing was held in Madison on 
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March 21, 1944, before Examiner 
Samuel Bryan. 


APPEARANCES: Interstate Power 
Company of Wisconsin, by E. A. 
Stewart, Rate Engineer, Dubuque, 
Iowa, and Doyle Jurney, District 
Manager, Lancaster; of the Commis- 
sion Staff, E. M. Downey, Rate ana- 
lyst. 

Opinion 

The proposed rate change is intend- 

ed primarily to cure a rate discrimina- 
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tion. The utility has in effect a de- 
mand and energy type industrial power 
rate applicable to customers through- 
out its territory having demands of 50 
kilowatts or more. Various block 
rates apply to customers with smaller 
loads, except in Prairie du Chien 
where the small power customer is 
billed on an hours use rate plus a serv- 
ice charge based on connected load. 
This particular rate (Schedule Cp—3) 
has been in effect since 1913. It is a 
type of rate that lends itself to dis- 
crimination as has been repeatedly 
pointed out by this Commission in the 
past. Utility representatives testified 
that one customer was billed on the 
basis of 49.75 horsepower, whereas 
the correct connected load was 80 
horsepower. 

Newer customers, however, accord- 
ing to testimony, were billed under this 
rate on the basis of a correct load 
‘count. In the absence of frequent pe- 
riodic load counts discrimination of 
this nature is likely to ensue, where the 
rate is based on connected load. 


Exhibit 1, submitted by the utility, 
purports to show the effect of the pro- 
posed rate change and indicates the 
following : 


1. Six customers will be shifted to 
commercial lighting rate with 
over-all reduction of 

2. Five customers will be shifted to 
commercial lighting rate when 
premises are rewired, with over- 
all reduction of 

3. Special rate for city siren will re- 
sult in a reduction of 

4. Thirty-two customers will 
shifted to proposed rate with over- 
all reduction of 

5. No increases in Lancaster—over- 
all reduction of 


$54.26 
99.93 
21.60 
1,311.38 


Total net reduction 


The proposed change would result 
in increases to fifteen power customers 


totaling $317.87. The largest in- 
crease, based on past use, amounting to 
$123.42, would not actually be in- 
curred since this customer is now out 
of business. None of the remaining 
increases amounts to as much as $40, 
but in a few instances they represent 
an increase of nearly 50 per cent of 
the customer’s bill. While this sub- 


stantial increase cannot be considered 
unimportant, it seems necessary in or- 
der to accomplish a desirable improve- 
ment in rate structure and to remove 
existing discrimination resulting from 
the type of rate schedule now in effect. 


Findings 

The Commission finds: 

1. That present schedule Cp-3 of 
Interstate Light and Power Company, 
effective in Prairie du Chien, is unrea- 
sonable and discriminatory. 

2. That present schedule Cp—1, in 
so far as it applies to Lancaster, is un- 
reasonable, 

3. That revised rates for Prairie du 
Chein and Lancaster, together with the 
rate for municipal sirens and the rate 
for retail supplementary or auxiliary 
service, effective throughout the terri- 
tory in which said utility is obligated 
to render service, as hereinafter pre- 
scribed, are reasonable. 


ORDER 


It is therefore ordered: 

1. That Interstate Power Company 
of Wisconsin discontinue present rate 
schedule Cp-3 applicable to power 
service furnished in Prairie du Chien 
and present rate schedule Cp—1, in so 
far as it applies to power service fur- 
nished in Lancaster, and place in effect 
the following rate schedules : 
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RE INTERSTATE POWER CO. 


Cp-3 Commercial Power 
Effective in Lancaster and Prairie du Chien 
Availability: This rate is available for all 
power purposes for one (1) hp. or more for 
commercial and industrial customers, using 
A.C. service at secondary voltage, either 3- 
phase or single-phase, but 3-phase service will 
not be supplied for loads of 5 hp. or less ex- 
cept at the company’s option. Lighting is not 
permitted on this rate and this rate is not 
available for breakdown, supplementary or 
stand-by service, or for energy for resale pur- 
poses. 


Rate 


Minimum Monthly Bill: $1.00 per month 
for any siren with a rated capacity up to 5 hp. 
plus $.25 per hp. for each hp. or major fraction 
thereof of rated capacity in excess of 5 hp. 

Service Conditions: Under the above rate, 
the company will supply the service to sirens 
where existing capacity is sufficient to render 
such service and where the company is not 
required to extend service farther than one 
normal service span. Where conditions are 
such that more than one normal span of serv- 
ice extension is required, the municipality shall 
pay for the cost of any additional extension in 


(For Demands of Less Than 6 kw.) 


First 
Next 200 “ 
Next 300 “ 
Next 500 “ 
Excess a 
(For Demands of 6 kw. 


100 kw. hr. used per month @ i“ 


per kw. hr. 
““ “ “ 


@ 
“ @ a “ “ 
“ @ 025* “ “ 
“ @ 015 “ “ 


or More) 


The number of kw. hr. in the fourth block of the rate (*) will 
be increased by 100 kw. hr. for each full kw. of demand in excess 


of 5 kw. 


Prompt Payment of Bills: Customers’ 
monthly bills will be computed at the net rate 
and there will be added to the total net bill a 
sum equal to 10 per cent thereof, which will 
be collected from the customers who fail to 
pay the net bill within ten days of the date 
thereof. 

Minimum Monthly Bill: $1.10 gross or 
$1.00 net per hp. for the first 5 hp. and $.55 
gross or $.50 net per hp. for all in excess of 
5 hp. of the total rated capacity of the con- 
nected load in horsepower, a major fraction 
of a horsepower shall be considered as one 
whole horsepower and a kilowatt of heating 
load will be considered equal to 1 hp. 

Billing Demand: The company reserves the 
right to install indicating or recording demand 
meters on all customers using in excess of 
1,000 kw. hr. per month, and the billing de- 
mand shall be taken as the highest indicated 
or recorded integrated demand during any 15- 
minute interval in the billing month. In the 
event that a demand meter is not installed, the 
billing demand shall be considered to be less 
than 6 kilowatts unless the customer has a con- 
nected load in excess of 10 horsepower in 
which case demand (in kilowatts) shall be 
taken as 50 per cent of the connected load in 
horsepower. Demand meters will always be 
installed for customers with connected loads in 
excess of 40 horsepower. 


Ms-1 Municipal Sirens 
Effective in all towns in Wisconsin District. 
Availability: This rate is available for 
service at 115 or 230 volts, 60 cycles alternat- 
ing current, single phase, for the operation of 
sirens by municipalities. 
Rate: All kw. hr. used @ 5.0¢ per kw. hr. 
Discount Clause—These rates are net and 
are to be billed net only. 
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excess of one normal span. The company will 
supply and install metering equipment for such 
sirens. 

Sirens Served under Other Conditions: In 
cases where the municipality can locate the 
siren in such a position that it can be rendered 
service through the same service extension and 
meter in use for the operation of the municipal 
pumping plant or other municipal power, then 
the siren may be served through such other 
extension and meter without taking into con- 
sideration the additional load of the siren in 
determining the minimum bill for such service, 
provided the company is not required to install 
any additional transformer capacity, or larger 
service wires or meter in order to render such 
service to the siren. Where the company is 
required to install a separate transformer and 
service wires to serve any siren larger than 
2 hp., then such siren shall be metered and 
billed on the regular power rate with a month- 
ly minimum bill based on the connected load 
in the same way as any other power load. 

In cases where the siren has a rated capacity 
of 2 hp. or less, such siren may be connected 
to any commercial lighting load and metered 
through the same meter as such commercial 
lighting load without any additional minimum 
bill in accordance with the availability of the 
commercial lighting rate. 


Sg-4 Retail Supplementary or Auxiliary Serv- 
ice 
Effective in all territory served in Wisconsin. 
Availability: This rate is available to com- 
mercial and industrial customers for service 
at either primary or secondary distribution 
voltage where such customers secure a portion 
of their power requirements from a source oth- 
er than the utility and who would normally 
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take service under the commercial lighting 
schedule or the commercial power schedule ap- 
plicable to such kind of service in the com- 
munity where they are served, for such addi- 
tional supplementary or auxiliary service as 
they may require. The customer may contract 
for maximum load equal to his entire connect- 
ed load, or for any definite load less than the 
entire load but for not less than 5 kw. Cus- 
tomers generating facilities must not be op- 
erated in parallel with the utility service. 
Rate: The standard rate schedules current- 
ly in use for commercial lighting and/or com- 
mercial power would apply to service to this 
class of customers under the same provisions 
of availability as apply to such rate schedules 
except for the fact that this schedule will apply 
to supplementary or auxiliary service in ac- 
cordance with the following provisions: 
Minimum Monthly Bill: The minimum 
monthly bill shall be $1. per kw. of contract 
demand or $1 per kw. of the highest maximum 
demand taken during the preceding eleven 


months, plus $2 per kw. of demand taken from 
the utility during the current billing month, 
but in no event shall the minimum bill be less 
than $5. 

Maximum Demand: The maximum demand 
shall be determined by the greatest number of 
kw. registered during any 15-minute interval 
as indicated by an integrating demand meter, 

Primary Service Discount: Where the cus- 
tomer furnishes and maintains all transformers 
and/or other service equipment necessary for 
the customer to take service at primary voltage 
of 2,300 volts or higher, a discount of 5 per 
cent of the gross bill as computed on the reg- 
ular retail rate schedules will be deducted from 
said gross bill. 


2. That the rates herein authorized 
be made effective for service furnished 
on and after the first meter reading 
date following the date of the order. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Kuhns Transfer, Incorporated 


Application Docket No. 24874, Folder 4 
January 24, 1944 


PPLICATION to have Commission set aside its assessment and 
y \ to stay pending proceedings relating thereto; application 
dismissed. 


Procedure, § 39 — Waiver of time limitation — Objection to Commission assess- 


ment. 


The time limitation imposed for filing exceptions to assessments made by 
the Commission may not be extended by the Commission. 


By the Commission: It appears 
that following the failure of Kuhns 
Transfer, Inc. (A. 24874, Folder 4) 
to pay its general assessment for 
1939-40 in the amount of $381.94 or 
to file formal objections thereto with- 
in the statutory period of fifteen days, 
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a rule was instituted against the car- 
rier on June 1, 1943, and a hearing 
was held thereon on July 26, 1943. 
On July 22, 1943, a petition was 
filed by the carrier; asking that the 
Commission, (a) set aside the assess- 
ment and make a new one on the basis 
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of reduced assessable revenues; and 
(b) stay the proceedings on the rule 
to show cause pending disposition of 
the petition. This petition is now be- 
fore us for disposition. 

Under the provisions of § 1201(c) 
of the Public Utility Law, as amended 
by the act of July 8, 1941, PL 280, 
exceptions to any assessment made by 
the Commission must be filed within 
fifteen days after receipt of notice 
of such assessment by the party against 
which the said assessment had_ been 
made. Since the petitioner did not 
file its objections to the assessment 
within the 15-day period provided by 
law, the Commission did not accept 
same thereafter. It has been re- 
peatedly held by the appellate courts 
of this commonwealth that a court or 
an administrative Commission has no 
power or authority to extend the 
limitation imposed by the legislature: 
Beaver Valley Water Co. v. Public 


Utilities Commission (1940) 140 Pa 
Super Ct 297, 35 PUR(NS) 119, 
14 A(2d) 205, and cases therein cited. 

In the instant case the objections 
having been filed too late, they, quite 
properly were not accepted and are 
therefore not before the Commission 
for consideration. The effect of 
granting the petitioner’s prayer would 
be to authorize the nullification by the 
Commission of its assessment after 
the limitation period had expired and 
after the assessment had become final. 
The period for filing objections could 
not be extended, for that would be 
nullifying the limitations imposed by 
the statute. The petitioner had his 
opportunity, but did not exercise it. 

The assessment having been made 
in accordance with the law on the 
basis of revenues reported by the peti- 
tioner, under oath, must stand and the 
petition is dismissed. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Transportation by Aircraft 


April 11, 1944 


TATEMENT of policy with regard to processing of applications 
S for certificates to furnish transportation by aircraft. 


Certificates of convenience and necessity, § 101.2 — Aircraft transportation — War 


conditions — Priorities. 


Applications for certificates of public convenience to furnish transportation 
by aircraft will not be disposed of and further hearings will not be scheduled, 
during a war period when development and adaptability of aircraft for pub- 
lic use and the pattern of competitive surface transportation may be sub- 
ject to material change, unless it can be demonstrated that aircraft equip- 
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ment and facilities are presently on hand or currently available for pur- 
chase ; and priority in the filing of such applications will not be controlling 


in granting the rights sought. 


By the Commission: The Commis- 
sion having pending before it, in vari- 
ous stages of development, certain ap- 
plications for certificates of public con- 
venience to furnish transportation of 
passengers and property for compensa- 
tion by aircraft; 

And it appearing that the aircraft 
equipment and facilities which the ap- 
plicants propose to use, in rendering 
service to the public, are not presently 
available and will not be available for 
commercial use for the duration of the 
war and sometime thereafter ; 

And it appearing further that a con- 
siderable lapse of time may occur be- 
tween the date when public con- 
venience and necessity for the service 


may be shown and the date when air- 
craft equipment and facilities may ac- 
tually become available with which to 
meet such necessity, with the result 


that, in the interim, both the develop- 
ment and adaptability of aircraft for 
public use, and the pattern of competi- 
tive surface transportation, may be 
subject to material change; therefore, 


The Commission deems it advisable 
to make the following statement of 
policy with regard to the processing of 
pending and future applications: 

1. Unless it can be demonstrated 
that the aircraft equipment and facili- 
ties which applicants intend to employ 
in serving the public are presently on 
hand or currently available for pur- 
chase, pending applications will not be 
disposed of and no further hearings 
will be scheduled either on pending ap- 
plications or on those subsequently re- 
ceived. 

2. That priority in the filing of such 
applications will not be controlling in 
granting the rights sought. 
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Kuhlman power ttansformers and Detroit Rocking Electric 
furnaces, both products of the Kuhlman Electric Co., are a 
great team for speeding up foundry production in war as 
well as in peace. The five OISC transformers shown here 
are on their way to an important production job. Each is 
rated 250 KVA, 2500 Secondary Amperes and 6900/13,800 
—100 volts, single phase, 60 cycle with external tap chang- 
ers for adjusting both primary voltage and ‘reactance. 
Tested and proven for over 25 years, there are more 
than a thousand Detroit Electric Furnace installations oper- 
ating today throughout the world. Fast, versatile, flexible 
and efficient, Detroit furnaces are available in capacities 
from 10 to 8000 lbs. molten metal capacity for melting 
both ferrous and non-ferrous metals and alloys. They im- 
prove castings quality, save labor, save floor space and 
permit the use of salvage materials. Write for complete 
facts regarding present day and post-war applications. 


wh 


BAY CITY, MICHIGAN 
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KURLMAN Transformers and DETROIT Rocking 
Electric Furnaces Speed Foundry Production 





Pubiic Utilities Fortnightly 














MANAGEMENT - LABOR 


—The 5th War Loan Drive is still on. July 29th 
is the last payday in the drive. 

The U.S. Treasury has set the overall goal at 
$16,000,000,000-$6,000,000,000 from individ- 
uals alone. This is the biggest sum ever asked of 
the American people—and it must be raised! 

Keep fighting. Tighten up your Sth War Loan 
Drive organization. Step up your solicitation 

tempo. Drive! Drive!! Drive!!! Hit your Plant 
Quota’s 100% mark with a bang that'll pro- 
claim to all the world that the U. S. Home 
Front is solidly in back of the Fighting Front. 
Need help? Need ideas? Call on the Chair- 


man of your War Finance Committee. 





Here’s the 
Quota Plan: 


1. Plant average pooper buished om fy value) 
of ethese PSE employer. actions ier ase 

+ por ules Pay eccounting period will be credite 
= “ en to — toward 
5 cor oS utright | by - 


liment 
stallment deductions P 


loyees 

- JOWN DOE Mfg. Co. a Paar ox ee 

1.000 employees = $100-$100. 

Regular Payroll deductions 
during the eight ee to 
ar * fo and July- by salesote 

e 


BACK THE ATTACK—SELL MORE THA 


a ised 
$70,000 (to ba ds) 





The Treasury Department acknowledges with 
appreciation the publication of this message by 
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This is an official U.S. Treasury adv.—prepared under the aus 


pices of Treasury y 
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| Industrial Progress 


fu Selected information about products, supplies and 


services offered 


by manufacturers. 


lso announce- 


ments of new literature and changes in personnel. 


To Make CP Gas Ranges 


HE Association of Gas Appliances & 

Equipment Manufacturers announces that 
the A. J. Lindemann & Hoverson & Company, 
Caloric Gas Stove Works, Gurney Foundry 
Company, Ltd., Roberts & Mander Stove Com- 
pany, and Western Stove Company will make 
gas ranges meeting Certified Performance 
specifications. This brings to 20 the number 
of manufacturers who will build postwar gas 
ranges bearing the CP seal. These 20 manu- 
facturers produced approximately 50 per cent 
of the 2,300,000 gas ranges made in 1941. 

The other manufacturers included in this 
group are: A-B Stoves, Inc., American Stove 
Company, Clare Bros. & Company, Ltd., Crib- 
ben & Sexton Company, Detroit-Michigan 
Stove Company, the Estate Stove Company, 
Glenwood Range Company, James Graham 
Mfg. Company, Grand Home Appliance Com- 
pany, Hardwick Stove Company, Moffats, Ltd., 
O’Keefe & Merritt Company, Geo. D. Roper 
Corporation, Standard Gas Equipment Cor- 
poration and the Tappan Stove Company. 


Westinghouse Managers Retire 


MERY W. Loomis, Middle Atlantic district 

manager of Westinghouse Electric & 
Mfg. Co. has announced the retirement of Wil- 
liam Pearsol Cochran, Central Station divi- 
sion manager, and Franklin Pearce Bell, Mid- 
dle Atlantic district treasury manager. 

Mr. Cochran joined Westinghouse in 1905 
and, with the exception of an interval of two 
years during which he was in business for him- 
self, has been with the company since that 
time. 

Mr. Bell has been employed with Westing- 
house since 1894. Starting as a stenographer 
in the treasury department, East Pittsburgh, 
Pa., he later became chief correspondent and 
office manager. In 1915 he was transferred to 
Philadelphia, where he has been employed as 
Middle Atlantic district treasury manager un- 
til the time of his retirement. 


AGA Coordinator Named 


VINTON PorrTeErR, general sales manager, 

e Fall River Gas Works Company, Fall 
River, Massachusetts, has joined the Ameri- 
can Gas Association as codrdinator of the 
efforts of the manufacturers and utilities in 
developing the codrdinated gas kitchen pro- 
gram sponsored by the Association’s postwar 
planning committee. 


JULY 6, 1944 


In his new affiliation Mr. Potter succeeds C. 
V. Sorenson, chairman of the Association's 
residential gas section, who since February has 
devoted his time to promoting interest through- 
out the gas industry in the codrdinated gas 
kitchen program. 

A special committee under the chairman- 
ship of John H. Warden, vice chairman of 
the residential gas section and sales manager 
of the Oklahoma Natural Gas Company, Tul- 
sa, Oklahoma, has charge of the promotional 
aspects of this program. 


New South Bend Lathe Catalog 


A NEW condensed catalog covering all lathes 
manufactured by the South Bend Lathe 
Works has just been issued. This 8-page, file 
size catalog illustrates and describes engine 
lathes, toolroom lathes, and precision turret 
lathes, toolroom lathes, and precision turret 
toolroom, and maintenance work. 

The engine lathes and toolroom lathes are 
made in five sizes with 9 in., 10 in., 13 in, 
143 in., and 16 in. swing, and with bed lengths 
from 3 ft. to 12 ft. The precision turret lathes 
have 9 in. and 10 in. swing with 4 in. and 1 in. 
maximum collet capacity. Considerable space 
is devoted to lathe attachments for special 
classes of work. 

Copies of this new catalog, No. 150, can be 
obtained by writing to the South Bend Lathe 
Works, South Bend 22, Indiana. 


Postwar Unemployment Plan 


A PLAN for withholding a percentage of pres- 
ent war production profits for the post- 
war benefit of returning veterans and unem- 
ployed war workers was outlined by Col. Wil- 
lard F. Rockwell, Pittsburgh and Detroit in- 
dustrialist, during a luncheon at the Waldorf- 
Astoria, attended by business leaders, labor 
representatives, and members of the press. 
In essence, the “Rockwell plan” provides that 
war producers shall be permitted to withhold 
from profits, after taxes and dividend or in- 
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$4,000,000 FOR WAR POWER 


OW under construction as a war 

project is a 60,000 - kilowatt 
steam-electric generating plant, being 
built as an addition to the Atkinson 
Plant of the Georgia Power Company. 
Located near Atlanta, Plant Atkinson 
is the principal source of power sup- 
ply for the huge Bell bomber plant 
and other war industries in the At- 
lanta area. 


The new unit, which will cost more 
than $4,000,000, is made necessary by 
the mounting demands of these war 
industries. 


The Atkinson unit is only part of 


our construction program of war and 
post-war projects whose total cost will 
be $12,000,000. Included in this pro- 
gram is $1,000,000 for 800 miles of 
rural lines to serve 3,400 farms; three 
big new 110,000-volt transmission 
lines and the complete modernization 
of Atlanta’s city transportation sys- 
tem. 


While much post-war planning is 
still in the talking stage, this Com- 
pany has gone ahead, converting talk 
into definite projects, ready for imme- 
diate action as soon as wartime con- 
ditions permit. 


GEORGIA POWER COMPANY 


Atlanta, Georgia 





INDUSTRIAL PROGRESS— (Continued) 





sums ranging up to one week’s average wages 
or salary for each month an employee has 
worked in a war plant, with a maximum with- 
holding of 24 weeks’ wages for each employee 
who has worked a minimum of two years. 

Col. Rockwell is at the present time vice 
chairman of the Industry Associations Com- 
mittee of the War Manpower Commission. 
He was, until January 1, 1944, Director of 
Production of the U. S. Maritime Commis- 
sion and was also a member of the Executive 
Committee of the Army and Navy Munitions 
Board and the Material Requirements Com- 
mittee of the WPB. He is chairman of the 
boards of the Timken-Detroit Axle Company, 
the Standard Steel Spring Company, the Pitts- 
burgh Equitable Meter Company, the Hupp 
Motor Company, and the Merco-Nordstrom 
Valve Company. He is also a director of a 
long list of banks, insurance companies, and 
other concerns. 


Brown Branch Manager Named 


V H. HierMEler has been named indus- 
e trial manager ol the St. Louis office of 
the Brown Instrument Company, Philadel- 
phia precision industrial instrument division 
of Minneapolis-Honeywell Regulator Com- 
pany. 


Mr. Hiermeier, who succeeds I. K. Farley, 


ene 


has had fifteen years’ experience in the indus- 
trial instrument field. For the’ past few years 
he has been with the Brown Company in its 
Chicago office. Mr. Hiermeier is credited with 
doing much to help Purdue University estab- 
lish and operate an instrumentation course, 


Kuhlman Promotions 
Announced 


UHLMAN Electric Company of Bay City, 

Michigan, manufacturers. of power and 
distribution transformers and Detroit electric 
rocking furnaces announces the promotion of 
W. I. Foss, Jr., A. H. Ellerman, J. H. Steele, 
and J. E. Bevan. 

Mr. Foss, for sixteen years assistant sales 
manager, has been made sales manager of the 
transformer division, while A. H. Ellerman 
has been appointed assistant sales manager of 
the transformer division. Mr. Ellerman for 
the past two years was consultant for the trans- 
former section, power division, of WPB and 
formerly was assistant sales manager, trans- 
former division of Wagner Electric Corpora- 
tion, St. Louis, Missouri. 

Mr. Steele, for six vears a designing engi- 
neer in the engineering department at Kuhl- 
man has been transferred to the sales depart- 
ment transformer division. And Mr. Bevan. 
former vice president in charge of production 





Re 5 Future 


MODERN ME 


utwre OF 
TERING 


THE cooperation of the electric utility 


stry with the watthour meter manufacturers 


kept the design and development of the 


rn watthour meter well ahead of meter- 


irements. 


Thanks to this cooperative 


meters will again play their 


SANGAMO ELECTRIC ‘COMPANY 
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KEEPS TRUCKS 


OUT OF THE SHOP 
AND 


ON THE ROAD 














INTERNATIONAL Truck Service 


Heads Off Trouble 


OT TRUCK TROUBLE? Want to save time 
and money and get the last possible 
pay-ounce out of your trucks? Then use 
International Truck Service. Furnished by 
more than 4,500 dealers and 250 Interna- 
tional Truck branches. 


These truck branches form the nation’s 
largest company-owned truck service or- 
ganization. They are truck bases, stocked 
with parts, and equipped with-special in- 
spection tools and repair and recondition- 
ing machines. They are staffed by service 
men wise in the know-how of finding and 
fixing hidden snags that can cost you time 
and money later. 


International Truck Service keeps trucks 
where they should be, on the road, deliv- 
ering loads on time and at a profit. It finds 


and corrects little troubles before they be- 
come big ones. It uses genuine Interna- 
tional parts, which wear better and fit bet- 
ter because they are just like the originals. 


Save yourself grief, time and money by 
going now to an International Truck dealer 
or branch and arranging the kind of serv- 
ice that keeps trucks on the job. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 1, Illinois 





NEW TRUCKS—LIMITED! 


The government has authorized the manu- 
facture of a limited quantity of trucks for 
civilian hauling in essential occupations. 
But don’t count too much on getting these 
trucks. Meanwhile, make sure every ounce 
of maintenance protection is given the 
Nation’s trucks. 











INTERNATIONAL Trucks 
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INDUSTRIAL PROGRESS—( Continued) 





Why dig through a 


PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

gues a dependable grip on both con- 

uctors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clam: 63 Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type terminals, 
screw type, shrink fit, etc. etc. 


=== Ga 

Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


Cy 
* 


ss 
37" 


Keg 


at oh es 
; 


PENN- UNION 


(on oF 52k Sk Om gat ° | 


F ITTINGS _ 


in the Bethlehem plant of Roller-Smith Com- 
pany is now manager of Kuhlman’s New York 
office. He replaces the late D. F. Potter, Jr,, 
who had been in charge of that office for almost 
twenty years. 


Mobile Power Plant for Russia 


TURBINE-ELECTRIC power plant, embodied 
in a train of ten railroad cars that can 
be quickly transported to devastated areas and 
provide power and light within a few hours, 
was delivered on June Ist to the Soviet gov- 
ernment ‘at the Berwick, Pennsylvania, plant 
of the American Car & Foundry Company. 
Arriving at its designated point, the power 
plant can be ready in eight hours to provide 
3,000 kilowatts of electric power for lighting, 
power, hospitals, sanitation, and rehabilitation 
work for which electric power is essential. 
Locomotive boiler cars, tenders, a turbine and 
condenser car, switchgear car, and cooling 
tower cars compose the train together with a 
crew-maintenance car to provide _ living 
quarters for the train personnel. 


National Security Award Made 


Reregp and management of the Sharon 
4 plant of the Westinghouse Electric & 
Mfg. Co. were cited recently for “patriotic 
zeal beyond the ordinary call of duty” as the 
Office of Civilian Defense presented the Na- 
tional Security Award in recognition of out- 
standing performance in the establishment and 
maintenance of measures for plant security and 
protection. 


“Unit Sub-Builder”’ 


EW scale models of unit substation equip- 
N ment will soon help executives and plant 
engineers work out perplexing power distribu- 
tion problems, enabling them to “build” unit 
substations right on their desks, according to 


an announcement by Allis-Chalmers. Ac- 
curately scaled 4 inch to one foot and exactly 
like the dozens of units needed in substation 
layouts, the models have been created by Allis- 
Chalmers to eliminate the complexity and 
drudgery from planning power distribution 
systems. Allis-Chalmers field engineers will 
carry the models in sets which will also in- 
clude single-line diagrams of possible unit sub- 
station arrangements, layout sheets scaled to the 
same dimensions as the models, and a “‘check 
a providing other necessary engineering 
ata. 

Requests for demonstrations of the “Unit 
Sub-Builder” sets in the field are now being 
filled by Allis-Chalmers engineers. 

(Continued on page 42) 


“MASTER*LIGHTS” 


© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. F sing 


197 Sidne: very A 
MASTER*LIONT#MA ERs" 
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That Performance 
REFLECTS THE FUTURE 


literally mushrooming in its growth. That 


In the years immediately preceding the 
war, Potomac Electric Power Company 
had already embarked upon a large ex- 
pansion program. This program was born 
of the farsightedness and prudent plan- 
ning of its Board of Directors and Officers. 
The advent of war placed an immediate 
and critical demand upon the Company 
to supply adequate electric service to a city 


need was met — completely, unfailingly! 

All indications point to Washington as 
one of the world’s great cities of the post- 
war period. The need for a continuing 
and adequate supply of low-cost electricity 
must and will be met. We sincerely and 
wholeheartedly believe that our past per- 
formance reflects our future responsibility. 


poTOMAC SUthe POWER 
Mth iy Jac 
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INDUSTRIAL PROGRESS—( Continued) 





Taylor Announces 4%-in. Dial 
Thermometer with Plastic Case 


RIGINALLY built for and extensively used 
O by the shipbuilding industry is Taylor’s 
new 44-in, Phenolic case dial thermometer. 
This mercury actuated instrument is built to 


withstand severe operating conditions. Avail- 
able with accuratus tubing, it is claimed to be 
especially suited to installations requiring a 
long length of tubing between the bulb and the 
instrument. 

The plastic case is resistant to corrosion and 
shock, To make reading at a distance easy the 
metal dial is finished in black with white 
figures. 


Heacon Catalog Helps to Solve 
Bulk Cement Plant Bulletin 
A NEW, illustrated Heacon damper catalog 

issued by the Thermix Engineering Co., 

Greenwich, Conn., provides much helpful data 
on modern industrial damper problems. Of 
particular interest are a number of case his- 
tories and diagrams showing how proper 
damper installations have resulted in increased 
efficiencies on a wide variety of applications. 

Discussions of such factors as binding in 
dampers, warped shafts, dynamic balance, 
power requirements, and simplified mainte- 
nance of damper installations will prove helpful 
to plant engineers and others charged with ob- 
taining maximum efficiency in this important 
phase of plant operation. 

A copy of the catalog will be sent on request 
to the Thermix Engineering Company, Green- 
wich, Conn. 


Bulk Cement Plant Bulletin 


gona complete bulk cement plants and 

cement handling equipment, a bulletin re- 
cently issued by the C. S. Johnson Company, 
Champaign, IIl., gives complete details and use- 
ful information on this specially engineered 
equipment. 


Offering quick, convenient handling with a 
minimum of manpower and time, these John- 
son cement chargers, Dutchmill plants, bins 
and silos are sized to fit any on-the-job require- 
ments. Much of this equipment can be pur- 
chased in small units, then enlarged as needed. 

Copies of this bulletin may be had upon re- 
quest by writing to the manufacturer. 


New American War Standard 


NEW American War Standard to provide 
A safety in electric and gas welding and cut- 
ting operations has been approved by the Amer- 
ican Standards Association. This standard was 
developed to protect workers from injury and 
health impairment and to safeguard property 
from fire or other damage arising out of the 
installation, operation and maintenance of elec- 
tric and gas welding and cutting equipment. 


“Sally Silex” Makes Debut 


CEC ALLY Silex” is the pert new trade char- 

Oy etc now being featured in an exten- 
sive advertising campaign by The Silex Com- 
pany, originators of the glass coffee maker in- 
dustry. “Sally” is scheduled to be presented 
in fully 180,000,Q00 national magazine impres- 
sions during 1944. 

The slogan “Only a Genuine Silex can make 
Silex Coffee” will also be an important part 
of the advertising, as well as the window and 
store displays. 


Maximum HS 
removal per [b. 
of Oxide! 


@ Lavino Activated Oxide is 
made specifically for maximum sulphur re- 
moval...is not just a ‘‘satisfactory" purifying 

medium merely by virtue of incidental 
properties, but is made especially for maximum 
capacity and activity, maximum trace removal 
and shock resistance. As such, we do not believe 
you will find Lavino Activated Oxide’ has 
any close rival — comparing cost, comparing 
performance and comparing savings 


We'll be glad to tell youall about its remarkable 


record; just write a note on your letterhead to 


E. J. Lavino and Company 


VW anON 1528 Walnut St. 

ACTIVATED” 

ee i J 
“a3 * 


Philadelphia 


Penna. 
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leanliness is NATURAL 


woodland pool . .. water that bubbles up, 
al clear . . . water that comes, filtered, 
deep in the ground! 
natural pool is a perfect example of 
nliness. 
D is NATURAL GAS, from deep in the 


nd—and filtered as pure spring water is 


filtered; and then processed into the clean fu 
which you use in your home for heating, he 


water, refrigeration and cooking. 


When Processed Natural Gas is the fuel, and with proper 
adjusted burners—pans retain their lustre. Proof th 
Natural Gas, processed f 
your range, is the clean fu 


MINNEAPOLIS SAS LIGHT COMPANY 


MARQUETTE AT EIGHTH .. . TELEPHONE MAIN 5133 


Use Gas Wisely! (i) Help Conserve the Nation’s Fuel Supply 
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PRINCIPLES OF PUBLIC UTILITY 
REGULATION 


by 





A. C. Webber 


(Former Chairman, Massachusetts Department 
of Public Utilities) 


Carefully Selected Cases Covering 
Many Problems Confronting Utility 
Managements Today As_ Solved 
by One of the Oldest State Public 


Utility Commissions—Massachusetts 


831 Pages 


$6.50 


Included are discussions of vital questions, such as: 





- - - Taxes in Relation to Rates 


- - - Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
Inflation and Utility Rates 


Rates of Public Service Corporations 
and Other Price Levels 


Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 





Concise Supplementary Text Referring to Important 
Principles of Public Utility Regulation with Annotations 





ORDER NOW WHILE THE LIMITED SUPPLY LASTS 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building Washingtan 4, D. C. 
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When our Country went to war it had 
more electric power available for build- 
ing the weapons of war than all of the 
enemy natiéns combined. That's be- 
cause its electric utility industry had 
planned it that way, by increasing its 
capacity to. produce electric power long 
before war descended upon us. 

* * * 


Right here on Long Island we had an 
excellent example of the results of such 
planning. After war broke, almost over- 
night, there was a sudden cry for more 
electric power — from the expanding 
war industries, by new factories that 
were being hurriedly built, and from 
both the Army and Navy themselves. 
Fortunately, all these demands were 
met and there was still adequate electric 
power available for our regular house- 
hold and commercial users. All because 
during the ten years previously our pro- 
ductive capacity had — enlarged to 
keep step with Long Island's phenom- 
enal growth. 

* * * 


Even now, we are looking ahead and 
planning for the day when our plant 
capacity and facilities must be increased 
still further to meet the greater peace- 
time needs for electric power which are 
certain to come when the war ends; 
«2 getting ready for the time when 
electricity will make even greater con- 
tributions to the comfort of our daily 
living. 























LONG ISLAND LIGHTING COMPANY 


and Subsidiaries 


Queens Borough Gas & Electric Company Kings County Lighting Company 
Nassau & Suffolk Lighting Company Long Beach Gas Company, Inc. 























DU S T—UNDER CONTROL 


Dust is a natural nuisance, ever present throughout a 
changing universe where forces of disintegration and de- 
struction somehow intermingle with constructive processes, 
striking a balance to perpetuate our world in spite of the: 
‘-to dust returneth” pronouncement on all animate and 
inanimate things. 


If it were possible to make a complete analysis of every 
minute particle in a handful of city dust, we would likely 
find traces of all,the elements in varying proportions, and 
no small number of disease bearing bacteria, including 
many corrosive substances. If it were also possible to trace 
the source of each particle, it would present a series of 
pictures to challenge the imagination. 


Whatever else may be said of dust, in this instance we are 
concerned with its effect upon electrical contacting sur- 
faces. When dust is present, the efficiency of the contacts 
is impaired and the life of their usefulness is shortened. 
Where the dust is eliminated as in the case of a Mercoid 
hermeticalfy sealed mercury switch, the contacting sur- 
faces are always constant in their efficiency and the life of 
the switch is prolonged indefinitely. 


Mercoid Controls have an advantage, because they are 
equipped exclusively with Mercoid DUST-PROOF switches 
—hence the assurance of better control performance, 
longer control life and greater economy in control value, 
regardless of costs. 


THE MERCOID CORPORATION * 4213 BELMONT AVE. ¢ CHICAGO, ILL. 
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/ hroughout the country our trained men 


are ready to help you meet today’s unprecedented 


demand for power. In the erection or maintenance 


of transmission lines . . . regardless of distance or 


terrain... Hoosier experience and special equipment 


guarantees efficient and economical service. 
COLUMBUS, OHIO 


NEW YORK - CHICAGO ERECTION and MAINTENANCE OF TRANSMISSION LINES 
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WHY (wo Tyres oF Traws(7é Ducrs? 


For Use 

Without a 
Protective =<“ 
Envelope... ~ 








Transite Conduit saves on labor and material, for it is so 
strong it needs no protective casing. It maintains its 
strength and true form under heavy earth loads and 
traffic pressure. Can’t rot... effectively resists soil 
corrosion, smoke and fumes. 


For Use 
With a 
Protective 
Casing... 


TRAM 


Transite Korduct is thinner walled, lower priced, other- 
wise identical with Transite Conduit. Its long lengths 
mean fewer joints, fewer spacers. And its unusually 
high rate of heat dissipation lowers cable operating tem- 
peratures, boosts system capacity. 





BOTH THESE DUCTS PROVIDE THESE ADVANTAGES AS WELL:-: 


1. Minimize fire hazard—Transite Ducts can- 
not burn because they are made of asbestos 
and cement. They will not contribute to the 
formation of explosive or combustible gases. 


placed at any time with virtually no dam- 
age to sheathing. 


4. Save time on installation—Light in 
weight, supplied in long lengths, Transite 
Ducts are so easy to assemble that only 
the minimum of time and 


2. Eliminate electrolysis problem— Inor- 
ganic and non-metallic, ‘Transite Ducts can 





never be affected by electrolytic action. 

3. Make cable pulls easy—'Vhe smwoth 
bore of Transite Ducts speeds up cable 
installation. Because the ducts stay smooth 
in service, cables can be removed and re- 


JM Johns-Manville 


VON ROVE 


expense is required for 
any job. Write for Data 
Book DS-410, Johns- 
Manville, 22 E. 40th St., 
New York 16, N. Y. 


TRANSITE KORDUCT— 


for installation in concrete 


TRANSITE CONDUIT— 


exposed work rotate! insta 
nderground without 


e encasement 
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POWER TO DESTROY THE AXXIS 


MALL compared with the supreme 
sacrifices of the men on the fight- 
ing fronts on land and sea, the produc- 
tion accomplishments of men and ma- 


chines in American industry have made, 


Behind the 
production, and never too little or too 


their successes possible. 


late, is the gigantic massing of electric 
power—over 80 per cent of it supplied 
by business managed electric. power 


companies. 


Possible because of long-range plan- 
ning and teamwork in the American 
Way — teamwork that includes all of 
our employees from those on far-flung 
battle fronts to those with their hands 
on the switches that release the power 
to war industries. We will continue 
this support, for here in America we 
have more electric power than the 
all their satellites 


Axis Nations and 


combined. 





AMERICAN GAS AND ELECTRIC SERVICE CORPORATION 
PRINCIPAL AFFILIATES 


Atlantic City Electric Company 
Appalachian Electric Power Company 
Indiana General Service Company 
Indiana & Michigan Electric Company 


Kentucky & West Virginia Power Company, Inc. 
Kingsport Utilities, Incorporated 

The Ohio Power Company 

The Scranton Electric Company 


Wheeling Electric Company 
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They were years 


ahead of demand 


when the war came along Exum A 


The power companies knew this 
country was going places. So they 
built for a grand future. Generating 
lants, transmission lines and distri- 
ution facilities were designed on a 
scale which would place si, teensy 
on that growth. 

Then came the war. The country’s 
demands for electricity soon obbied 
up surpluses of generation and distri- 
bution. A power famine threatened. 

But the utilities saved the day. Not 
only did they cut into service every 
ounce of reserve, but they uncovered 
an ingenuity which made heavy pro- 
ducers out of middleweight equipment. 
Generators, transformers, switching 


ALUMINUM 


apparatus, all have been overloaded - 


to the point of exhaustion, cancelling 
much from their life expectancy, but 
carrying the country over the hump. 

Power lines and underground cables 
have been loaded to suit the weather, 
running hotter on cool days, when 
excess heat could be dissipated. Sub- 
stitute materials and makeshift meth- 
ods were employed, just as in other 
industries} to patch up and extend 
vital lines. Critical materials were 
saved for war. 

So, hats off to the public utilities! 
They’ve done a marvelous job. 

ALumMINUM CoMPANY OF AMERICA, 
2134 Gulf Building, Pittsburgh 19, Pa. 
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And for the Peace-time Industrial 
Development to follow 


N MAY 26, the electric utility property of the 

Virginia Public Service Company, serving a 
large area of the State of Virginia with electric light 
and power, was merged with that of the Virginia 
Electric and Power Company. 


For many years it has been recognized that the 
combination of these two companies into a single 
operating unit would be beneficial to the public, 
the consumers and the employes in that the merger 
would result in a strong, sound, integrated company, 
capable of providing the area served with the most 
reliable and adequate electric service at lower rates 
than would otherwise have been possible. 


So, today—the Virginia Electric and Power Com- 
pany is serving 977 communities, instead of 549, in 
Virginia, West Virginia and North Carolina .. . 29,- 
666 square miles of territory, instead of 13,500... 


334,972, electric customers, instead of 198,099. And 
so on. It is operating seven electric steam stations 
and fifteen hydro stations. Over 435,000 kilowatts 
capacity altogether. Much of this electric power 


“has been developed in this territory incident to the 


war needs. This is a vital area and the Government 
is now the largest single user. 


The geographic conditions and natural advantages, 
plus the ample supply of electric power now devoted 
so largely to the prosecution of the war—will .. . 
when the war is over... prove equally advantageous 
to peace-time industries seeking location or re-loca- 
tion where there is adequate rail, water and motor- 
bus transportation, equable climate conditions, 
good native labor and ample and dependable elec- 
tric power. 


Those who are now making post-war plans for in- 
dustrial expansion . . . whether it be the construction 
of a new plant or the re-location of present facilities 

. will find the area served by the power system 
of this company well worthy of examination and study 
at this time. 


VIRGINIA ELECTRIC ANDO POWER COMPANY 


Richmond, Va. 
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ATTACK... with POWER 


Wher back of the smashing offensive that is carrying the war to 
the Axis? The dynamic energy of management and labor . . . the 
amazing ing ity of engi s... and, not least, the gigantic load shouldered 
by our public utilities and industrial power plants. 








It would be impossible to over-emphasize the importance of power to the 
almost incredible production of ships, planes, tanks, guns, ammunition, and 
other war material. In producing steam to supply electrical energy, 
American power plants are keeping war-plant machines humming at 
stepped-up speeds never before attained. As J. A. Krug of WPB aptly sums 
it up, “Power has never been too little or too late.” 


Working with power plant executives and personnel has been a privilege 
for Babcock & Wilcox ... and an opportunity to apply our experience 

in steam generation to the war-vital needs of expanding and 
maintaining boiler capacity. We at B&W know that when the 

history of this war is written, the electric light and 

power industries will receive high recognition for a 

job well done... even wider recognition than 

the special citation already conferred 

upon them “for distinguished war- 

time achievement.” 


The Babcock & Wilcox Company 


85 Liberty Street, New York 6, N. Y. 


WILCOX «« «ete 
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THE UTILITY INDUSTRY | 


” “| 


There’s no question but what the utili- 

EGRY y= a may be attached to ties have played a major part in the 
we agi ey alse Salaemit thie. successful prosecution of the war. Any 
doubles the output of the operator—makes breakdown or serious interruption in 
one machine do the work of two. this industry could easily have proved 
3 disastrous. But, thanks to American pro- 

ficiency, no such emergency has arisen. 

Here at Egry we like to feel we have 

contributed to the utilities’ effort in the 

war by supplying many of them with 

Business Systems that speed the writing 

of handwritten and typed records ... 

that take the drag out of office routine 

... that help turn out more work in less 

EGRY TRU-PAK Register speeds the time, with less office equipment and 
writing of all handwritten records. Assures fewer employees. q If a ane 
control over every business transaction. i mos - 
acquainted with Egry Business Systems 

and their possibilities, investigate 

NOW! You can best judge their use- 

fulness by seeing them ‘iin action right 

in your own office. We will be glad to 

arrange a demonstration at your con- 

venience. There’s no cost or obligation. 


Address Department F-76. 


EGRY ALLSET Forms, the modern single w 
set forms for speed writing all business 
records. Individually bound sets, inter- 
ieaved with one-time carbons, ALLSETS 


a ° 
. . a 
are ready for immediate use either over Whit lining 


the typewriter or when written by hand. 


with EGRY BUSINESS SYSTEMS 


-THE EGRY REGISTER COMPANY .- Dayton, Ohio 
EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Sts., Toronto, Ontario, Canada. 
Fory maintains sales agencies in all principal cities, 
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Crawford Compressor Station, near Columbus, Ohio—Largest of its kind In the re 


FUEL FOR WAR 


In the year 1943 Columbia System threw all its energies into 
the war effort. Output of gas and electric energy reached all- 
time high marks. Half the electricity and 39% of the gas sold by 
Columbia went into war industry. 

Dependable natural gas as a fuel was supplied by the System 
to over a million industries, commercial consumers and homes. 
In addition, Columbia filled the electric heat, light and power 
requirements of more than 400,000 customers. 

Columbia’s operations extend throughout more than 1600 
communities, serving a population in excess of 5,000,000. 

In a very real sense, Columbia System is a publicly owned enter- 
prise. It is responsible to 82,000 shareholders, living 
in all 48 states, 5 domestic possessions and many for- * 
eign countries. ; 

Columbia System’s 1943 gas sales . . . 187,280,477 Mef; Ve 

electric sales 1913 totaled 2,527,316,255 Kwh 


COLUMBIA GAS & ELECTRIC 
CORPORATION 
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DAVEY Y 





Air-Aristocrat 
COMPRESSORS 











Model 210 Air-Aristocrat 
Illustrated 


Y AIR COOLED — no water pumps to adjust, no jackets to 
drain or clean, no danger of freezing — lower service costs. 


Y ALUMINUM-ALLOY HEADS — again available in DAVEY 
compressors — allow heat dissipation three times as fast as cast 
iron, completely eliminating carbon formation on intake and 
discharge valves. No removal of heads to clean carbon, constant 
delivery of full air capacity. 


VY ENGINEERED FOR TROUBLE-FREE SERVICE — indivi- 
dual compressor cylinders . . . cylinders and heads separately 
removable . . . full force-feed lubrication . . . centralized control 
panel... heavy-duty industrial clutch (or fluid drive in Model 
105-D) ... electrically-welded chassis . . . skid- or wheel-mounted 
. -» available in 60, 105, 160, 210, and 315 cubic feet capacities. 


Davey Also Manufactures a Complete Line 
of Industrial Compressors, Heavy-Duty Power 
Take-Offs and Pneumatic Saws. 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement ) 





July 6, 1944 Public Utilities Fortnightly 


BAM"T wil 


ENGINEERING TRAIL 
ALUMINUM RING ECONOMIZERS 


@ Twenty-four years ago, Foster Wheeler designed and commercialized the cast iron 
extended surface ring economizer. Performance of this high efficiency unit made it 
a "natural" for marine service—but its weight proved prohibitive. Exhaustive research 
solved the problem and a comparable light weight aluminum ring design, suitable for 
high pressure, was developed for the U. S. Navy. 





Nine times the surface of bare tubes per lineal foot, exceptional lightness, minimum 
space requirements and remarkably low maintenance caused its application to merchant 
ships as well. The aluminum ring economizer is the finest construction in marine engineering. 
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FOSTER WHEELER CORPORATION 


165 BROADWAY, NEW YORK 6, N. Y. 
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FIRST Choice in Critical Industries 


FIRST choice for controlling vital flow lines in U. S. Government fuel dumps. 
FIRST choice for drastic line service in synthetic rubber producing plants. 
FIRST choice for conquering abrasion in mud lines for rotary oil well drilling. 
FIRST choice in chemical plants for handling corrosive & erosive liquids & slurries. 
FIRST choice in petroleum refineries for handling high temperature hydrocarbons. 
FIRST choice on pipe lines for complete safety in handling oil, gas and gasoline. 


MERCO NORDSTROM VALVE COMPANY o ‘Subsidiary of Pittsburgh Equitable Meter Co. 


Main Office: Pittsburgh, Pennsylvania @ Branches: Boston @ Buffalo @ ese @ Chicago 
Columbia, S. C. @ Houston @ Kansas City @ Los Angeles @ Atlanta @ New York @ Oakland 
Seattle @ Tulsa @ San Francisco 


NORDSTROM LUBRICATED VALVES 
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PROFESSIONAL DIRECTORY 


¢ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities -in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. ‘ « ‘ 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


or 
ACCOUNTING AND REGULATORY REQUIREMENTS 
WEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








sox FOND, Bacon « Davis, anc. war case 


CONSTRUCTION Enai APPRAISALS 
OPERATING OOSTS ngmmeets INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








Cannett Fleming Corddry and Carpenter, Inc. 


ENGINEERS 


Harrisburg Pennsylvania 








- GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 


Designs and Construction, Serving Utilities and Industrials Rates, ee ee 
Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention. 

















(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY continued’ 
FREDERIC R. HARRIS, INC. 


Constructors Management 
Appraisals Valuations 
27 William St., New York, N. Y. 
KNOXVILLE SAN FRANCISCO HOUSTON 


LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Purchase—Sales 
Management 








Engineers 
Reports 














Valuations 
Reorganizatiens 
Mergers 


Business Studies 
New Projects 


Consulting Engineering 
Public Utility Affaire including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 
San Francisco 


Chicago New York 








Sargent & Lundy 
ENGINEERS 
Steam and Electrie Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicage 














STONE & WEBSTER ENGINEERING CORPORATION 
DESIGN AND CONSTRUCTION 
REPORTS *- CONSULTING ENGINEERING ¢ APPRAISALS 


BOSTON © NEWYORK © CHICAGO + HOUSTON « PITTSBURGH 
SAN FRANCISCO © LOS ANGELES 
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Albright & Friel Inc. 


Consulting Engineers 


Investigations, Valuations, and Reports 
Design and Supervision of Construction 


1520 Locust Street Phila., Penna. 


A. S. SCHULMAN ELEctric Co. 
Contractors 


TRANSMISSION LingES—UNDERGROUND DisTri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 Soutn Dearsorn St. Cxicaco 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


Mark WOLFF 


Public Utility Consultant 
261 Broapway, New York, N. Y. 


Representing the Public Exclusively 
Since 1914, 














BLACK & VEATCH 
CONSULTING ENGINEERS 


Appraisals, investigations and. re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 





J. W. WOPAT 


Consulting Engineer 
Construction Supervisios 
Appraisale—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 











EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 








JACKSON & MORELAND 
ENGINEERS, 
PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 


DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, br a apace fixed capital 


teclassification, original cost, security issues. 








DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 
Founder of Tree Surgery 


Hats Off 


No finer contribution has been 
made to the war effort than that 
of the public utility industries. 
Those of us, who are close enough 
to know, salute you for a tremen- 
dous job well done. 


Tree interference may aid the Axis 


DAVEY TREE EXPERT CO. KENT, OHIO 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer-]~ 
ence. Their products and services cover a wide range of utility needs. 


A 
*Addressograph-Multigraph Corp. 
Albright & Friel Inc., Engineers . 
Aluminum Co. of America 
American Appraisal Company, The 
American Gas & Electric Service Corp. ................ 


B 
Babcock & Wilcox Co., The 
Barber Gas Burner Company, The 
Barker & Wheeler, Engineers 
Black & Veatch, Consulting Engineers 
Blaw-Knox Division of Blaw-Knox Co. ............ 58-59 
*Brown, L. L., Paper Co. 
Burroughs Adding Machine Co. ................-.-.--.--- 13 
Cc 
Carpenter Manufacturing Company .......... eee 
Carter, Earl L., Consulting Engineer .................... 63 
Cleveland Trencher Co., The me 
Columbia Gas & Electric Corporation .............. 
Combustion Engineering Company, Inc. 
*Commercial Controls Corporation ....... 
Consolidated Steel Corp., Ltd. .... 
*Coxhead, Ralph C., Corporation . 





D 
Davey Compressor Company 
Davey Tree Expert Company ..... 
Day & Zimmermann, Inc., Engineers . 
Dicke Tool Company .... 
Diebold, Incorporated 


Egry Register Company, The 

Electric Storage Battery Company, The 
Electrical Testing Laboratories, Inc. 
Elliott Company 





E 
Florida Power & Light Company 
Ford, Bacon & Davis, Ine., Engineers 
Foster Wheeler Corporation sabi 

G 
Gannett Fleming Corddry and Carpenter, Inc., 

Engineers 61 

General Electric Company Outside Back Cover 
*General Motors Truck & Coach Division 
Georgia Power Company 35 
Gilbert Associates, Inc., Engineers ....................... 61 
Grinnell Company, Inc. 28 

















H 
Harris, Frederic R., Inc. 62 
Hoosier Engineering Company 47 
Horn, A. C. Company. 


Idaho Power Company 19 
International Harvester Company, Inc. 37 
*I-T-E Circuit Breaker Co. 
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Jackson & Moreland, Engineers. 2..:........ 
Jensen, Bowen & Farrell, Engineers . 
Johns-Manville 


Kinnear Manufacturing Company, The 
KuhIman Electric Company........ Insert at Page 33 
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Lavino, E. J., and Company 
Loeb and Eames, Engineers 
Long Island Lighting Company 





M 





*Main, Chas. T., Inc. 
Manning, J. H. & Company, Engineers 
*Marmon-Herrington Co., Inc, 

Merco Nordstrom Valve Com yp 

Mercoid Corporation, The 
Minneapolis Gas Light Comp 
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Neptune Meter Company 
Newport News Shipbuilding & Dry Dock Co, .... 20 





P 
Pennsylvania Transformer Company 
Penn-Union Electric Corporation 
Pittsburgh Equitable Meter Company ... 
Potomac Electric Power Company 
Public Utility Engineering & Service Corpora- 
tion 
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Railway & Industrial Engineering Company ...... 15 
Recording & Statistical Corp. ..........-......:c-c:seeee aes 
Remington Rand Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 
Rochester Telephone Company 
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Sanderson & Porter, Engineers ....................::0000+ 
Sangamo Electric Company 

Sargent & Lundy, Engineers ....................0.0000-0 wa 62 
Schulman, A. S8., Electric Co., Contractors......... 63 
Silex Company, The. Inside Front Cover 
Stone & Webster Engineering Corporation 








Vv 
Virginia Electric & Power Company .............0« 
Vulcan Soot Blower Co. 





Ww 
*Welsbach Engineering and Management 
Corporation 
Wolff, Mark, Public Utility Consultant ............ wa 
Wopat, J. W., Consulting Engineer .................. 
61-63 
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raincoats 
for building 
exteriors 


Here is the same building before and after 

the application of Waterfoil. .. 

the raincoat for building exteriors. This 
scientific contribution to masonry 

protection has decorated and restored many ~ 
valuable property investments. Waterfoil 
is manufactured of irreversible inorganic 
gels... non-critical materials .. . They 

form o hard dense protective coating bondi 
both chemically and physically to the 

masonry surface. The Waterfoil coating - 
permits the masonry to breathe as It should 
allowing water vapors to escape but 

impeding water absorption inwards. This 
helps to avoid reinforcing bar rust 

and spalling. The Waterfoil literatur 

prove very valuable to you if you are 
responsible for property maintenance. 

Send for it today. 


A.C. Horn Company  aorisies 12 


manutacturers of materials for building 
tonstruction and maintenonce 

Factories: Long Island City 1, N.Y. * Houston, 
branch offices in principal cities = 




















WATERFOLL. - 


THE UNIQUE TREATMENT FOR EXTERIOR MASONRY SURFACES : 


“~. . we should take a page from the automobile manufac. 


turers’ hook and adopt standardized designs; and then, af 
suitable intervals, develop improved designs .. .” 


FREPETITIVE manufacture and con- 
stant design progress can go hand 

in hard. The automobile industry is 

only one of the many examples. 

A full realization of this by utility 
men is basic to General Electric’s pro- 
posal for repetitive manufacture of 
heavy power apparatus. When this 
utility executive goes on to say that 
he “will be pleased to purchase 
major electric equipment ‘off the 
shelf’, he naturally expects that this 
equipment will be improved from 
model to model, as well as lowered 
in cost, as a result of repetitive 
manufacture. 

All of General Electric's research 
and engineering facilities stand back 
of this expectation. The history of 
those G-E products which have ad- 
vanced from “tailor-made” to “ready- 


sp 
ee 


made’ production shows continual 
improvement. Examples are G-E 
MAzDA lamps, G-E refrigerators, dis- 
tribution transformers, switchgear. All 
have shown steady advancement in 
design. 

Thus, it is our conviction that re- 
petitive manufacture will bring you 
better power apparatus, as well as 
lowering its price level. How soon 
we can achieve the desired results 
will depend in large measure upon 
the extent to which you are able to 
co-operate in accepting minor limita- 
tions on individual preferences for 
the sake of major gains over all. 
General Electric, Schenectady, N. Y. 


GENERAL (6 ELECTRIC 


The best investment in the world is in this country's future — BUY WAR BONDS 


» 
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